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THEATER FORCES FEDERAL REPUBLIC OF GEKMANY 


SPD'S EPPLER ON GENEVA TALKS, UNEMPLOYMENT 


Bonn YORWAERTS in German 11 Aug 83 p 21-22 


[Interview with Ehard Eppler by Wolfgang Michal: "The Few Who Survive This 
Will Never Know Who Pushed the Button 30 Seconds Ahead of the Other: When 
the Scare Strategy in its Last Phase Leads Into Absurdity"] 


(Text] According to SPD board member Erhard Eppler in an 
interview with VORWAERTS, there can be no agreement in the 
Geneva negotiations on medium-range weapons without a gov- 
ernment crisis in the United States, in the course of which 
at least Defense Secretary Weinberger would resign. And 
since this 1s much more unlikely than the failure of the 
negotiations, he expects the Geneva talks to fail. 


He also thinks so for another reason: the two superpowers 
are not comparably affected. In contrast to the United 
States--which is not within range of the SS-20--only the 
Soviet Union has been put under pressure by the NATO two- 
track decision. It is therefore "completely plausible that 
deployment of Pershings is more interesting to U.S. generals 
and strategists than a reduction of SS-20s, simply because 
the Pershing can hit the heart of a world power and the §S-20 


cannot.” 


Eppler pleads for explication of the connection between an 
arms buildup and economic development. In this respect the 
peace movement probably does more for jobs than many an eco- 
nomic expert. 


Question: Mr Eppler, do you consider the deployment of only cruise missiles 
acceptable as the lesser evil, 80 to speak? 


Answer: [t is not a matter of what I consider acceptable but what those con- 
cerned, in this case the Soviet Union, find acceptable. It is my impression 
that if no missiles were to be deployed, the Soviet Union is ready to make 
relatively far-reaching concessions, but as soon as Pershing or cruise mis- 
siles are deployed, they will take those military countermeasures which the 
Soviet military conside-s appropriate. 














Question: Do you consider the so-called “walk in the woods formula” a diver- 
sionary tactic? 


Answer: According to my information it has never existed as a formula for 
agreement, It was a suggestion by Nitze, and only under certain circumstances, 
which was passed on to Moscow by Kvizineki with all reservations and was re- 
jected there just as it was in Washington, 


{ think to so-called "walk in the woods formula” has little chance of success 
because the Soviet Union is willing to make extensive concessions only if all 
missile deployment is dropped. For the Soviet government, the necessity of 

an enormously expensive defense system against land-based cruise missiles does 
not depend on the number of missiles. It will have to build up exactly the 
game system for 75 cruise missiles as it would for 464. 


Question: In your opinion, what strategy is the federal government pursuing 
with {te afring of the "walk in the woods"? 


Answer: 1 consider it an expression of embarrassment and an alibi, an attempt 
at establishing an alibi. Later on 1é will be able to point out how far it 
had deen willing to go, but according to my {nformation this formula doesn't 
stand a chance. 


Question: During the last round of negotiations what, if anything, can still 
be discussed until November 15? 


Answer; 1 consider it not totally impossible that the Soviet Union, on 6 
September or even earlier, will make clear once more what they are willing 

to remove in case of nondeployment by the Western side. And [I would not con- 
sider {t entirely impossible that it would to beyond the Andropov proposal. 
One must also take into consideration that the Andropov formula would leave 
the Soviets with about 40 percent of the warheads they had in 1977, at a 

time when the talk was of approximate balance. This would mean that the 
Soviet Union would have fewer than 200 warheads while in 1977, adding up the 
old and the new ones, it had about 750. 


Question: But the French won't agree to that. 


Answer: I consider the position of the French government unfortunate. It 
{a based on a narrow nationalistic calculation on which one will be unable 
to build peace during the last 2 decades of our century. I myself was in 
Paria a few months ago and gained the impression that only at the fringes of 
the Socialist party is anyone seriously thinking about this question. 


Question: But then, how realistic 1s the Andropov formula? 


Answer: Such a formula does not give orders to the French and the British, 
and the question of what is to be {ncluded is up to the two world powers. 
They would only have to agree to certain figures, then no reference to the 
British and French systems is even necessary in an agreement, 














Question: Just how tmportant are these negotiations at this point, in your 
opinion? 


Answer: for the last 3 and 1/2 years | have been convinced that only a 
miracle can produce results in these negotiations. And for the resson that 
the two superpowers are not comparably affected. The Soviet Union, whose 
most important cities lie within range of the Pershing, is directly affected. 
The United States, whose cities are outside the reach of the S5-20, is only 
affected indirectly because of the U.S. troops stationed in Europe. This is 
the fallacy underlying the two-track decision, 


The two-track decision has in fact put the Soviet Union under pressure, but 
not the United States. The United States has only to wait until the negotia- 
tions break down, then it can deploy the weapons with which it can carry out 
a fatal blow against important political and military command centers of the 
Soviet Union. It ia entirely plausible that the deployment of the Pershing 
missiles is of greater interest to U.S. generals and strategists than the 
reduction of $S-208, simply because the Pershing can hit the heart of a 
world power and the 55-20 cannot, 





Question: In this, do you share the opinion of the Greens that U.S. strategy 
has become an aggresaive strategy? 


Answer: According to my analyses, at least the Pentagon--that is, Weinberger 
and his people--wants t» be able to threaten with a nuclear war that can be 
executed, survived and therefore won, and so decisively that the war does not 
even have to be waged so that in a conflict in the Near East or in Africa or 
elsewhere, the Soviet Union will be forced to give in, so that the winnable 
nuclear war does not actually have to be won. I believe this to be an ad- 
venturesome strategy close to lunacy. For this reason I have always held the 
theory that there can be no agreement in Geneva unless there is a government 
crisis in the United States, in the course of which at least Weinberger re- 
signs, and since this is much more unlikely than a failure of the negotiations, 
I expect failure. 


Question: In the SPD a new NATO strategy ia under discussion which assumes 
that NATO armies in Europe can be re-equipped with «onventicnal weapons, thus 
doing away with suclear arms, 


Anawer: Re-equipping, that is with armaments with which one can defend one- 
self 1f necessary but with which one cannot threaten another on his territory, 
{se certainly not a final solution, but for me it 16 a possible transitionai 
phase on the road to disarmament, 


Question: You argue about motivation and {mpute to the Pentagon an aggres- 

sive strategy. Sut it is those same people who no longer argue in favor of 

nuclear weapons--cake Kissinger or Rogers--but of conventional weapons. Can 
there really be a basic difference? 


Anewer: Up to now, no one has said that whoever crossea my border will bite 
into granite and be thrown out again but rather, whoever threatens me with 











death I will threaten in his own country and much more intensively, more ef- 


fectively, with death, and we must break out of this cycle. Deterrence has 
changed time and again during the past ¥) years. Today we are perhaps in 

the fourth phase of deterrent strategy, and this is the phase where the stra- 
tezy reduces itself to absurdity, because no difference can be found between 
agressor and defender. 


Once the early warning times are reduced to almost zero--through the Pershings 
here and the Soviet short-range missiles in the GDR--and a conflict breaks out, 
gay in Syria or Lebanon, 1: which the world powers get embroiled and the spark 
jumps to Europe, then the few who survive that will never know who pushed the 
button ¥ seconds ahead of the other. If one wants to break up this mechanisa, 
one will have to try to establish temporarily that relative security which men 
and nations can reach, through weapons which only threaten him who enters 
another's territory. 


Question: What should the SPD do in order to influence the last decisive 
round or negotiations in Geneva? 


Answer: Disregarding the fact that I don't put, and have not put, any great 
hopes in these negotiations, the only thing that might have a certain effect 
would be the announcement of a clear "No" to deployment, in case U.S. conduct 
of the negotiations remains as it was from the beginning. 


Question: But a clear "No" would also mean a clear "Yes" to the peace move- 
ment and its actions? 


Answer: I feel myself a part of the peace movement and understandably have 
no objection to a clear "Yes." 


Question: If you think about the forms of action of the peace movement, is 
there not a rather big zap compared to the types of action by trade unions, 
the labor movement? For instance, many consider fasting to be nonsense. 


Answer: If one takes the utopia of a peaceful world seriously, two attitudes 
are possible: one is to work painfully, step by step, toward it politically-- 
that is the task of a political party, of the Social Democrats, and to a cer~ 
tain degree it is also the task of a giant organization such as the | federa- 
tion of] trade unions. And there is the other course of action, that is, to 
anticipate symbolically in the here and now this utopia of a peaceful and 
nonviolent world. This {1s what the peace movement {sa doing. It sets up 
symbols, The two attitudes do not contradict each other, rather they need 

and complement each other. 


Since I have always been of the opinion that a peace movement is only possi- 
ble through many different methods which complement and respect each other, 

I do not hold it against the party or the trade unions that they choose forms 
of actions different from, for example, the Christian peace groups. But 

this must also hold true the other way around. 
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minute walkout was 4160 riticitzed. 


ANeder: [ did not participate in the discussion of 4 S@trince oF gener: 
gtrike since I hold no [position of] responsibility in the trade unions anc 
yuly cay my membership dues. But I am wglad that the discussion got under 

way in the trade unlons, alo through Oskar Lafontaine. How tnis discuss! 
will end, this of puree ia not decided by Franz Steinkuehler nor by Hermann 
RADpe;, .t whail yne from the formulation of objectives 4¢ expressec in reso.u- 
tions of trade untlon congresses. 

juestion: Recently voices have been raised in the SPD saying that you ithe 


SPD) are too involved in the peace movement and not enough in economic and 
gocia! oolicites, and consequently we lost the election. 


Anewer: I should like to dispute the point that we lost the election because 
our Munich resolutions on «reating fobs were perhaps not good enough. we 
lost the election because people had expected that the government led by the 
Social Democrats would be able to cope with unemployment--and they had reason 
for this expectation. This was obviously not the case, and therefore many 
voters were of the opinion that {f one aide could not manage the recovery, 


maybe the other side could. 


Since we were never honest enough to tell the people that the recovery which 
would sweep away our problems cannot exist, all this has its own inner logic. 
[It is not a matter now of convincing the people that we really would de tre 
hetter ones to bring about such a recovery. First, this would not be very 


redible and, second, it would be very ‘far from reality. 
, ’ 


[4d not think much of trying to formulate a new economic program ignoring all 
sther questions. This will fail. The economy has become much too serious a 
matter in the meantime sinply to leave it to economists. If we do not succeed 
in analyzing correctly the total reality of the eighties and nineties, which 
is completely different from that of the fifties and sixties, and to draw the 
correct political conclustonsa from it, then all attempts to fashion a new 
economic=-political concept will necese@arily fail. That 1s why I am of the 
opinion that the party must initiate discussions of a basic program of 
orinciples which will not question the fundamental deciatons of Godesherg, 


but will give a new anawer to a totally changed world, 


Question: How can the wrong confrontation of jobs vs peace be avoiced in ti ia 
year's actual discussion?” 

Anewer: I always try to point out to comrades and colleagues alixe that arm- 
ment and unemployment are intimately tied to each other. If the U.S. arms 
buildup continues at the present rate, it could well happen that what is called 
terest rates which in 
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a recovery in the United States will soon cause high 
turn will hit the Pederal Kepublic and naturally stifle everything here, too, 
which might lead to an economic recovery. We must make it clear that excessive 
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reasons for today's mass unemployment. in this respect the peace movement 

perhaps ¢oes Bore for jobs than many an economic expert wno spouts some out- 


dated theory for the 367th time. 


Question: In setting up the discussion on the connection between jobs and 
peace, do you see any shortcomings in the party? 


Anawer: These shortcomings, unfortunately, have been around a long time and 
have led to the situation where today we are no loager part of the government. 
It was suicidal to set the organized labor movement against the new social 
movements, ecology movement, peace movement, women’s movement etc. This has 
destroyed the social alliance on which the strong position of the SPD rested 
since 1969. And it also swept the party of the Greens into parliament. 


In the Federal Republic of Cermany there is no majority against the Unio. 
(DCU/CSU] and the new social movements. The CDU/CSU and social movements 

will always have the majority in the coming decades. Whoever wants a major—- 
{ty to the left of the Union--and that has been the decisive subject of German 
politics since Priedrich Naumann, i.e., for about 80 years (he called it the 
majority left of center)--must lead the classic labor movement into an inten- 
sive discussion with the peace movement, the ecology movement, the women's 
movement; and whoever does not want that has already resigned himself to a 
more or less fruitless opposition role, scueezed between the Union and the 
Greens.... 


Question: Should one perhaps see the reserve of our regular voters vis-a-vis 
these new social movements against the background of 13 years of wooing the 
new middle class of the FDP, who now don’t want us to run after other new 
minorities?... 


Answer: First of all, I don’t really believe that there is a very great re- 
gecrve toward the peace movement among our regular supporters. Opinion polls 
indicate strongly that there exists a clear majority against deployment, and 
that there are more poeple in our country who are sympathizers of the peace 
movement than there are who consider it dangerous or even unacceptable. 


I think the difficulties lie with those who are responsible for large organi- 
zations. I can understand that a trade union board is not happy when alter- 
native lists are set up in factory committee elections, but it is not the only 
measuring stick for the relationship between trade unions and peace movement. 


Question: Actually, the battle cry of the labor movement has always deen 
“unity,” while the new social movements hold the concept of “diversity.” 


Answer: Yes, unity through respecting diversity. But I would like to add 

ome more thing. Zvery new movement searches for its own forms of action, and 
the action form of a strike was illegal at one time and had to be legalized 
through hard battle. The labor movement should not forget that perhaps one 

or another action form of the new social movements will be legalized some day. 
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ENERGY ECONOMICS NORWAY 


GROUP OF OIL FIRMS FORM CORPORATION TO DEAL WITH USSR 
Oslo AFTENPOSTEN in Norwegian 24 Aug 83 p 29 


[Article by P&l Stensaas: "Norwegian Offshore Industry: Joint Gamble on 
Soviet Union") 


[Text] A group of Norwegian concerns has established a private company 
which will market services and equipment to the Soviet oil industry. They 
have been inspired by the improved possibilities for the Norwegian offshore 
industry in the Soviet market. 


The new company, which was established on 19 August, is called BOCONOR A/S. 
Sponsoring BOCONOR are Det norske Veritas [Norwegian Veritas], GECO, the 
Kongsberg We.pons Plant, Moss Rosenberg Shipyard, Norwegian Contractors, 
NPC--Norwegian Petroleum Consultants-——and the Stord Shipyard. The share 
capital is divided equally. 


The Soviet Union is interested in bids covering all goods and services 
necessary for development of possible oil and gas fields in the Barents Sea. 
It {6 important that such bids from Norwegian offshore interests be coordi- 
nated through an energetic joint company with competence and expertise. The 
owner interests in BOCONOR A/S represent a broad spectrum of Norwegian off- 
shore operations and cover everything from seismology to the complete de- 
velopment and operation of o11 and gas fields. 


The newly established company is to be represented at the NEFTEGAZ ‘83 
Soviet petroleum fair in Baku in September. 


8985 
C50: 3639/164 








ECONOMIC ITALY 


ECONOMISTS OFFER REMEDIES FOR INFLATION, BUDGET DEFICIT 
Modigliani Interview 
Rome L'ESPRESSO in Italian 19 Jun 53 pp i50-191 


_Interview with international economist Franco Modigliani, cou 
ducted by Giuseppe Turani at Milan's Principe de Savoia Hotel, 
date not given. Original title: "Super-America's Super-Dollar" 


_Excerpts|) The world-wide recession, says the 
illustrious economist, ended with the end of the 
oil crisis. But watch Reagan. As for Italy, it 
will take some tinkering with the cost of living 
index to push inflation down, because... 


"You're asking me if we are really out of the recession? My ans- 
wer is yes, but with one important stipulation: the crisis is 
over because the oil crisis is over. Over these past 10 years 
we have learned that the price of crude oil is the critical point 
in our economic system. But we have not yet learned how to con- 
trol it, how to manage it. That means that if another oil crisis 
were to break out, I believe we should find ourselves in deep 
trouble once again." 


Franco Modigliani is one of the world's leading economists; he 
teaches at MIT in Boston, and has served as consultant to the 
Bank of Italy. In his room at the Principe di Savoia in Milan, 
his table is covered with documents, statistics, studies. Now 
that the worst seems to be behind us, at least for the other coun- 
tries, he is ready to taik about what this particular crisis . 

and about what still remains to be done, particularly here in 
Italy. His ideas, as always, are crisp and cogent. 


_Question| What about Italy, then? We now have 2 million people 
out of work, as the monetarists planned, but we still haven't 
licked inflation. Why should this be? 


_Answer) We might start with the doubts, shared by many Italians, 
as to the credibility of this enormous army of jobless, which some 














estimates put as low as a third of the official tigures. I am, 
even 80, ready to believe that unemployment is on the rise, es~ 
pecially among the young. But the trouble is that the Italian 
case is anomalous, and I don't know whether my saying 50 18 going 
to please my friends in the labor movement or not. In Italy, in 
sharp contrast with what is happening tn other market economies, 
unemployment has not led to a slowdown in wage anf lation or to 

an adjustment in real wages. This is happening for two reasons: 
first, the cost of living index with its fixed Hrigger-points, 
and second, the strength of the labor unions and the nature of 
their concerns. This structure enables them to force enterprise 
to pay higher real wages with little or no concern for the conse- 
quences that will pertorce mean to the availability of jobs. All 
these factors, coupled with the scant attention crganized labor 
has paid thus far to productivity problems, have brought about 

a rise in real wages in a way inconsistent with the productivity 
of the system. Particularly when we remember that among the par- 
ticipants in this wage race was the huge public sector, where 
productivity is extremely low, if not actually non-existent. 

In other words, there has been no adjustment of real wages, 


_Question, But the cost of living index was adjusted only re- 
cently. It is no longer so high as it used to te. 


Answer) Yes, of course. Before, it compensated for about 75 
percent of inflation. Today they tell me its coverage rate has 
dropped to 60 percents Nevertheless, I continue to believe that 
the cost of living index is a lot more effective than the figures 
tell us it is, precisely because of the single contingency point. 
Since the COLA mechanism flattens out wages, employers must come 
up with other increases as motivation for those who are working 
and hence, in the end, their costs are higher and Italian wages, 
on the average, are enjoying a lot better than oO0-percent Compen-~ 
sation for inflation. 


[ Question | Why is it that we can never seem to manage to shake 
off this sickness? 


‘Answer] By now, the way the Italian economy works is very clear. 
Labor contracts impose wages far too high in relation to produc- 
tivity, and as a consequence businesses raise prices to cover 
their increased labor costs. Price rises, through the cost of 
living index, lead to wage increases, which result in further 
price increases, and so on up the classic inflationary spiral. 

In an open economy, though, if, and so long as, the exchange 
remains fixed, this spiral tends to peter out. This happens be- 
cause, in the process, real wages tend to rise, since import pri- 
ces stay more or less steady, and thereby exert a calming effect 
on goods produced domestically. But, as we move toward this po- 
tential equilibrium, the balance of current payments steadily de- 
teriorates because of rising imports and dwindling exports, with 
a consequent rise in unemployment and decline in profits. Sooner 
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or later the deficit in the current balance and the shattering 
of profits will become intolerable and the Centrai Bank will 
find itself up against two cruel alternatives: either put on 
such a squeeze as to cut jobs to a sufficiently Low level to 

cut off imports (which would not, however, help profits); or 
to devalue the currency and thus set off a new spiral of inflation. 
As I see it, right now we are on a path that reflects a compro- 
mise between these two solutions -- agreeing to a high ievel of 
unemployment and thys reduce pressure on the balance of payments, 
but, since that is not enough, there will be repeated devalua- 
tions which in turn will keep the fires of inflation burning. 
Naturally, the extreme weakness of world margset demand right now 
helps to complicate the problem. 


_Question) What can be done about it” 


_Answer. We must get it through our heads that wages mus’ 
their headlong climb. 


_Question) But why hasn't this already happened, with 2 million 
people unemployed? 


Answer. S#ecause organized labor in Italy is still made up of 
unions for the employed. The number of people without jobs is 
growing, but the Italian unions go right on demanding wage in- 
creases for thosewho have nung onto their jobs. This doesn't 
happen in America, where organized labor is not nearly so strong 
a$ it is here, nor yet in other countries. 


_Question|) Now, though, there is a new factor: we used to have 
inflation just like everybody else, and now we're almost the only 
ones to have it. 


Answer, Quite right. Outside Italy, inflation is running at 
zero to 5 percent, according to country, with a few exceptions 
such as France. Given these conditions, Italy's position becomes 
very dangerous. For one thing, within a very short time, it may 
become meaningless to stay in the EMS, but to withdraw from it 
would mean losing Italy's grip on Europe. Furthermore, a 15-to- 
l6-percent inflation rate while the others have less than 5 per- 
cent is a very unstable position. 


Question, What might happen? 

_Answer, As I see it, either it goes down or it goes up. Fither 
it comes down below 5 percent, like the others, or it can get 
Clean out of hand again and climb to 20 or even 30 percent. This 
avery delicate and dangerous passage for Italy. 


_Question| How do we bring it down? 


_Answer, You have to reset the cost-of-living index machinery. 
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On several occasions I have advanced a proposal tor doing it. 
(Question! What is it? 


‘Answer, You have to decide on the number of trigger-points you 
will allow per quarter, from now through the end of 1955, as if 
inflation were to drop to § percent. In other words, you set 
the index so that from now on, it will cover only a descending 
inflation rate that will reach the goal of 5 percent in 1955, and 
that is all you pay. 





[Question] What if it should turn out to be higher? 


‘Answer! I hope it won't, because the effect of its announcement 
would be very pronounced. When you're dealing with inflation, 

one of the factors you have to fight is that of expectations: 
prices often go up simply because people expect wages to go up. 
With the assumption in my proposal, enterprise would know that 

for 18 months it can count on labor costs' rising ever more slowly, 
and on inflation's coming down too. 


‘Question | I still want to know: what if, in the end, inflation 
were even higher? 


“Answer| There would be a levelling-off. 
“Question}] And the employers would pay for it? 
Answer} Only in part. 

“Question|] What part? 


Answer!) The difference between 5-percent inflation and the real 
rate would be spread in equal shares among the state, the employ= 
ers, and the workers. The state would have to give the workers 
tax exemptions amounting to a third of the difference between what 
the workers actually got and what they should have got. The em- 
ployers would chip in another third, and the workers would con- 
tribute the final third. That looks like a fair plan to me: the 
time starts with a wager that by 1985 inflation will be down to 

5 percent. If you lose the bet, the three principal players will 
have to put up a third of the stakes each. I don't see any other 
ways you have to manage somehow to put a strong rein on real wages 
and, maybe, even cut them. Everything depends on the way infla- 
tion goes. Should it start to really come down, that will be 
enough to contain real wages. But if it should continue to rise, 
then you'll have to cut them. 


[Question] Wouldn't it be possible to take some other way? Cut 
government spending, for instance? 


‘Answer] Obviously, in Italy the government spends too much mo- 
ney, and spends it wrong. But to believe that this is the main 


12 








A ER eal 








cause of inf Lation would be an error. If anything, intlation is 
what fuels the public deficit. This is a very long and compli-~ 
cated problem, but there is one given you can think about. Italy's 
deficit today is 70 trillion lire, of which no less than 50 tril- 
lion lire is debt service: because ot inflation, interest rates 
must stay high, and hence the state must pay out colossal sums in 
interest on BOTs and other public securities. Just try slowing 
inflation and you'll see how the budget deficit comes down. 


_Question| That's a somewhat paradoxical theory... 


(Answer, I knows nobody likes it. But I've thought a lot about 
it, and IT know I'm right. When I say that the budget deficit is 
not a direct cause of inflation I do not mean, obviously, to 
spend even more irresponsibly than it does now. All I am saying 
is that the prime cause of inflation is the failure to make a 
downward adjustment of the real unit costs of product and in the 
so-called automatic mechanisms; the presence of strong inflation, 
through the mechanism of interest rates and the indexing mechan-~ 
isms that affect public spending as well (civil service salaries 
and pensions) automatically swell the budget deficit. 


_Question| So, in your view, then, it is wages that are at the 
core of the problem? 


[Answer| Yes. For years I have been explaining this, and nobody 
listens. And it is clear that the other remedies that have been 
tried have not succeeded in bringing inflation down. 


[Question] And you rule out the possibility of concentrating on 
the budget deficit? 


[Answer] That's a shortcut, but an illusory one. Those who sug~ 
gest it propose cutting expenditures and imposing new taxes. I 
go along with cutting expenditures: that ought to be done even 
if there were no inflation, because a government ought to be pru- 
dent in its spending, too. As for the tax question, though, is 
anybody opposed to cracking down on tax evasion? People in Italy 
pay a lot of taxes, partly because so few of them pay any ~~ and 
honest citizens are forced to carry an excessive tax burden. To 
hit them harder seems to me to be unfair, and maybe it could lead 
to more disorder than order. 


_Question| Right now there is a degree of enthusiasm in Italy 
for the idea of levying a very heavy property tax for 2 or 3 
years in a row. 


_Answer| I have serious doubts as to the feasibility, in Italy, 
of taxing houses, without an up-to-date deeds register and with- 
out the proper instruments. Even leaving aside the matter of 
equity, it is not an idea I should call practicable. 


[Question] So the only answer, then, is to adjust the COLA? 
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Answer. There's really nothing else tor it. Aad we must do it 
quickly. The alternative is to put up witn inflation or else to 

hope that the decline of inflation in other countries will pull 

Italy's down too, automatically. Meanwhile, though, Italian in- 
flation, as I said before, might very well get ou of hand. 


La Malfa Interview 
Kome L'ESPRESSO in Italian 26 Jun %3 pp 155-161 


Interview with Giorgio La Malfa, Budget Mioister in the Spadolini 
government, conducted by Salvatore Gatti, date ari place not 
given . 


“Text | The Fanfani government was a disaster. 
Ruffolo's prescription would merely aggravate 
what's wrong right now. The only answer is 
Ciampi's formula, but it must be applied with 
decision, without fear of treading on the 
toes of lobbies or other special interests. 


‘The Fanfani government? It was a disaster: it created political 
instability by pushi:g the country into elections and sent the 
budget deficit climting toward 90 trillion lire. For that matter, 
Ciriaco De Mita has admitted that the Fanfani government's policy 
‘was not so rigorous as we should have wished.‘ Well, then..." 
Giorgio La Malfa, Budget Minister in the Spadolini government, 

has no doubts as to who is to blame for the present situation. 

But later on? What will things be like after the elections? What 
policies to implement? For the future as well as for the past, 
the former minister's ideas are clearly defined. 


L'ESPRESSO: The post-Fanfani period must be entirely different. 
How, though? And in what ways? 


LA MALFA: Eugenio Scalfari urges us to choose between two lines: 
Ciampi's and Ruffolo's. In my view, only one of them is sound, 
and that is the platform line laid down by Ciampi. The Kuffolo 
line is merely a continuation of the present situation; the idea 
that inflationary pressures can be contained merely by providing 
support for jobs or that easing the fight against inflation would 
lead to better employment levels +s an old idea that no longer 
has any basis. The real enemy is inflation. 


L'ESPRESSO: But Fanfani never did seriously come to grips with | 
iteece 


LA MALFA: No, he didn't. And here there is also a little shy- 
ness on Ciampi's part, because the way you fight inflation is with 
the currency. The governor of the Bank of Italy says that the 
central bank has no instrument to handle the fight against infla- 
tion unless the overall political conditions for doing so are 
there. That is not altogether correct. The fact of the matter 

is that the central bank has the real instrument to lead the 

fight on inflation, and that instrument is monetary policy. 
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L'ESPKESSO: So you maintain that the Bank ot itary has given in 
too much to the pressures of inflation? 


LA MALFA: Precisely. My opinion is thatboth the budget policy 
and the monetary policy are too permissive. And it is worth not- 
ing, witness the case of the United States, where inflation has 
been beaten with the monetary lever alone, since the US budget 

is as deep in deficit as our own, that, it the central bank 
wanted to, it could fight inflation all by itselr. 


L' ESPRESSO: But is it true that the bank didn't have the govern- 
ment behind it? 


LA MALFA: It is true that the last few Treasury ministers either 
didn't want a restrictive monetary policy or tailed to support onc. 
And the result is that, this year, tis monetary base is rising 

at the rate of 16.5 percent and that total auccornal credit i. 
rising by around 21 percent. This is why it has been (7p... sie, 
practically speaking, to reach the goal of l3-percent inflation. 
And *hat leaves us completely out of line. 


L'ESPRESSO: But what, then, according to you, snould the Bank of 
Italy do to fight inflation effectively? 


LA MALFA: Over the next 3 years, expansion of the money sup) 1) 
must be slowed by 2.5 percent per year. Starting trom 16.5 per- 
cent works out to 9 percent at the end of the j-year period. This 
represents, in my view, the top limit on expansion of the mon: 
supply. At that point, inflation should be running no higher: vias 
7 percent. 


L'ESPRESSO: A monetary squeeze means doling out financial re- 
sources on a highly selective basis. 


LA MALFA: Precisely, We have to decide whether the private sec- 
tor or the public sector will be hardest hit. And 1 don't think 
there is any doubt that credit, which has been heavily drained 
by the public sector, should flow again into the private sector 
if we want to restore the economy. 


L' ESPRESSO: And this means beginning to make serious cuts in 
public spending... 


LA MALFA: Of course. There is talk these days about stepping up 
pressures in tax collection, and about a property tax. I am abso- 
lutely opposedi: the productive system must stop transfering new 
resources into the public one. Nobody should look for alibis for 
not hitting hard at what I call the four horsemen of the Apoca- 
lypse: pensions, which account for 24 trillion of the deficit; 
health, 30 trillion; local governments, almost as much; and debt 
service, 50 trillion. 


L'ESPRESSO: Shall we get down to the practical level? 














LA MALFA. Of course. Some serious attention Lo pensions Can 
mean savings of trillions of Lire. the Fantani cCovernment a 
short time ago scrapped a rule that barred payment of the minimum 
pansion benefits to those who had other income; that vote-catch- 
ing move must be cancelled. There should also be a thorough re- 
view of disability pensions: it is absolutely unbelievable that 
Italy has § million invalids and Germany has only 500,000; we 
need a real review, with medical examinations, and some changes 
in the law -- which is fairly ambiguous -- as well. The prob- 
lems are political, though: just think of the independent tarm- 
ers, who altogether have a 10-triltlion-lire debt. 


L' ESPRESSO: What about health? Isn't that a political issue? 


LA MALFA: It is also an institutional problem, a problem of bal- 
ancing the nation's books. The Local health units (USLs) these 
days are paid whatever the bottom Line on their vouchers says. 
Nobody is rosponsible. What we have to achieve is a situation 

in which a particular agency, say a Region, is required to make 
up any deficit in its own health budget, if necessary by enacting 
appropriate tax laws. Besides that, ways must be found to spur 
competition between public and private health services; and to 
introdice principl s and guidelines for encouraging entry into 
this tield by private operators. 


L' ESPRESSO: Would that prescription or one like it work as well 
for the local governments! de-icits? 


LA MALFA: Yes, and here again there is the problem of responsi-~ 
bility; and in this case again Local agencies must be respon- 
sible for their own deficits and tree to cover them with their 
own tax revenues. 


L' ESPRESSO: Back in the real world, in addition to your four 
horsemen of the Apocalypse, there is another: the financial 
resources shunved to enterprise, primarily to public-sector 
PirmSees 


LA MALFA: It is necessary to limit disbursements of capital funds 
to state participation companies, perhaps by ruling that they 
cannot exceed the increases in corporate capital quoted on the 
stock exchange; and we ought to let public corporations that 
report per capita losses over the cost of labor of every employee 
to go under, because it costs less simply to pay the wages; and 
in addition, private operators ought to be brought back into the 
public sector, even if this has to be done through minority capi- 
tal holdings, protected by special parasocial agreements. 


L'ESPRESSO: But then what becomes of the government funding to 
private enterprise, the buxom beneficence of PL 675, with tril- 
lions up for grabs? 
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LA MALFA: My idea is quite specific: it should be totally abo- 
lished. Why? Partly because it is so complicated that only the 
big companies have access to it; partly because it is slow and 
comes too late; and partly because it allows tar too wide dis- 
cretion and is hence a vehicle ot corruption. it must be replaced 
with simple, automatic mechanisms, such as the negative value-added 
tax, and, tax incentives for new investments. 





L'ESPRESSO: A very tough program indeed. A prowram, though, that 
will have to get through Parliament, where it will be ditched by 
the pressure groups that control it... 


LA MALFA: No, not if individual deputies are barred trom intro- 
ducing spending bills and amendments. All bills involving major 
expenditures of public tunds will wove to be introduces only by 
the leaders of the parliamentary groups. A. ', if reblurn, Lv 
group leaders of parties supporting the government majorit 
not exercise this right, nor amend government bilis, but send ‘em 
back to the executive. This way, Parliament will receive only 
bills from the government and those from the opposition, and the 
lobbies will not be able to leap into the breach via their own 
deputies, thus occasionally shattering the majority. This i*« tie 
way it's done in Great Britain now, there's nothing impossible 
about it. 


L'ESPRESSO: And you think you can shepherd the future majority 
into supporting these positions? 


La Malfa: If the parties do agree to 4 policy like the disastrous 
one proposed by the Fanfani government, nowhere is it written 

that the next government will have the support of the Kepublicans. 
The country needs a complete change of course. 


Sylos Labini Article 
Rome L'ESPRESSO in Italian 27, 24 Jul 43 
[17 Jul 83 pp 132-138) 
Text, Prices are going up in our country in re- 
sponse to particular and specific mechanisms. And 
S80 4&4 squeeze on money and credit, which 1s ettec- 


tive in tighting inflation in the United States, 
wouldn't yield good results in Italy. 


We have heard some important opinions by way of diagnosis and 
treatment for inflation. A little over a month ago, _Bank of 
Italy , Governor Ciampi's views were made public. Kecently, we 
got the PROMETEIA report, which was reported at some length in 
issue 26 of L'ESPRESSO. Shortly before that, again in L' ESPRESSO 
(issues 24 and 25), Franco Modigliani and Giorgio La Malta had 








come torward with ideas meriting Close attention. fhese are the 
ideas I should like to comment on in this article and in a later 
one. 


Modigliani attributes the utmost importance to lator Costs and, 
at the treatment level, to measures that could hold back their 
escalation, while La Malfa attributes prime importance to the 
money supply, and since the money supply 15 growing, partly to 
finance the budget deficit, that deficit must be drastically re- 
duced. In an article published in LA REPUBBLICA of 1” June, La 
Malfa himself says that we must halt the rise in labor costs, 4s 
Modigliani argues, but that doing this will not ve enough: at 
the same time, he says, we must reduce the overa'!l supply of money 
and credit. In a letter to REPUBBLICA in 1 July, Modigliani says 
that he agrees with La Malfa, but on condition that the cutback 
on new money supplies be accompanied by a ceiling on wage increa-~ 
ses; otherwise, he argues, the only effect of that cutback would 
be to create mass unemployment, as happened in England and in the 
United States. 


[he question is one of vital importance: whal we are arguing over 
now is the basic line that the next government -- whatever it 

turns out to be -- must follow. That is why we need a systema- 
tic, thorough investigation which, owing to the nature of the prob- 
lem, can be neither brief nor free of technical detail. 


Let me say right off that, by and large, I agree with Modigliani 
and with La Malfa; my diagnosis, though, is quite different and 
so, consequently, is the treatment I would prescribe. The main 
difference lies in the fact that both Modigliani and La Malfa 

are implicitly talking about a general price level, with an ob- 
vious propensi* + on Modigliani's part to see that -- a5 Keynes did 
-- as essentially governed by costs, especially labor costs, whereas 
La Malfa tends to zero in on variations in overall demand and in 
the money supply. What I think, though, is that we ought to junk 
the concept of a general level of prices, and that we ought to 
begin making a distinction between wholesale prices of raw mate- 
rials -- including agricultural raw materials ~-- and wholesale 
prices for industrial products; and again, between wholesale pri- 
ces and retail prices -~ somewhere, buried in them, is the market- 
ing margin. And lastly, with reference to consumers, we need to 
distinguish between prices for goods and prices for services, among 
which we must consider public services. In inflationary times, 
prices in all categories -~- or almost all categories ~-- tend to 
rise, albeit at different rates; but the mechanisms that drive 
those increases are different. 


Month by month, or even week by week, prices for agricultural and 
mineral raw materials respond to the stimuli of supply and demand, 
most acutely to those of demand, since, through the variations in 
inventory levels and international exchange rates, within certain 
limits, supply adjusts fairly quickly to price changes; supply 
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becomes Critically important only under special Conditions -- 

poor harvests in very large areas, Strikes itt major mines, or wars. 
In Italy, domestically produced raw materials are mainly agricul- 
turai, and their prices depend not only on demand, but on interna- 
tional -- especially European -- prices and exchange rates. Far 
more important to our economy are imported raw materials, whose 
prices depend primarily on worid industrial production (it is in- 
dustry that needs raw materials to process) and, tor “5s, on the 
cost ot foreign currencies, particularly the dollar. fhe tirst 
graph slows clearly the connection between the dollar prices ai 
raw materials and world industrial production (there is a similar 
connection between domestic farm prices and domestic demand, al- 
though in this instance European farm prices have considerable 
impact 45 well). 


There is a different logic, though, that governs the price vari- 
ations in industrial products: here it is Costs that dominat: 
but not only labor costs -- as Keynes substantially assumed, and 
as Modigliani still does -- but also raw materials costs (other 
costs have only a negligible impact on prices over the short term). 
The connection between those costs and prices in industry, 44 
shown Clearly in graph 2, close as it already is, turns out to be 
even Closer when we allow for international prices of tinished 
products, which act as a ceiling on domestic price increases anu 
which not intrequently hamper complete shitting of cost increases 
to prices, thereby squeezing profits. 


The reason why different mechanisms govern variations in these 
two categories of prices lies in the tact that in agriculture the 
products are homogeneous and their producers are very numerous: 
no single individual can do anything about prices, which depend 
solely on an impersonal market. In industry, on the contrary, 
the concentration of producers, as in the automobile industry, 

or product differentiation (to which advertising is 4 major clue) 
have created conditions in which producers need rot passivly re- 
spond to the market, but can -- albeit to a limited degree -- 
influence prices; what they actually do is to adjust prices in 
relation to costs. If there is a change in demand, it is the 
level of production that changes, not prices, except in truly ex- 
ceptional cases. 


In trade, just as much 48% in industry, it is costs, not demand, 
that dominate; in trade, the rule is difterentiation among ven- 
dors, particularly among those who are dependent on location. 
Hence retail prices of these goods do not vary in exactly the same 
degree as do wholesale prices: the behavior of the middleman's 
margin is what reflectsnot only net profit but unit costs, which 
tend to rise when demand drops and to decline when demand grows 

-- a8 shown clearly on graph }j. Ihat margin thus tends to change 
conversely as demand pressure: and that is 4 perctormance that may 
seem paradoxical if you believe that all prices depend on ftluc- 
tuations in supply and demand, but which look quite normal if one 
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is aware that, in some sectors oi the economy, it is the logi 
of costs that prevaiis (of course, the marketing margin wil 
also depend on sundry other tactors, including indirect taxes). 


Thus far I have been talking about prices ot goods. There is 
another logic that governs fluctuations in leases and services, 
particularly utilities such as power, transport, and telephone 
services. Here the domianant considerations are political, in- 
cluding concerns of a more purely tinancial nateare connected with 
deficits in individual management operations: as 4 Comsequence, 
fluctuations in prices and rates in this sector tend to be more 
or less erratic; the most one can say is that increases occur 
mainly in periods of recession, when tax revenues flow more 
sparsely and the public deficit grows. It is a truism that it 
makes no sense tc provide utility services belc) cos.) but the 
people who repeat this are overlooking the shortfaii in tars 

to industry due to the COLA jumps triggered by re-c increas: 

a reduction in specific deficats can entail am increase 1: * © 
overall public deficit and a heavy increase in costs to private 
as well as public enterprise. From the table, which shows the 
figures for the last 9 years (the years when inflation raged most 
fiercely), we see that in many cases the prime contribution tothe 
increase cr uld be attributed to miscellaneous expenditures, amons 
which thos, stemming from public utility rates are impo. 


From this diagnosis it is clear why 4 restrictive monetarist po- 
licy, in a country like Italy, can not but entail extremely high 
social costs and disappointing results. The fact is that 

squeeze reduces overall demand and brings about declines in pre- 
duction and jcbs in industry -- the biggest sector of the economy 
-- but not in prices, which in this sector depend on costs, ratiez 
than on demand. Restrictive policy , om the contrary, imp ict- 

on the prices of raw materials and, through them, om cost. <! 
hence on priees of industrial products, and, in turn, on the cost 
of living and on wages and, through wages, on most prices. But 
in a country that imports most of its raw materials these eitfects 
are not only indirect, but limited as well. 


The question arises in radically different terms if the country 

in which the money-supply and credit squeeze is applicd is 4 
colossus like the United States. Here, any decline ir demand 
automatically means a drop in raw materials prices on the onter- 
national market. In Italy, on the other hand, the only prices 
affected will be those of domestic raw materials, almost all of 
which are farm products and which, considering the safeguards set 
up by the European Community, feel the impact of slackening demand 
only moderately. It is quite true: a restrictive policy, pre- 
cisely because it does bring about a decline in incomes, tends 

to slow imports, and thereby to strengthen exchange rates -- all 
of which constitutes another thrust against inflation. Ail things 
considered, though, the fact remains that, in a country like ours, 
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the antai-intlatsonary ellects ot a tight monetary »qQueeZze Cali 
only be very Limited, and the social Costs Can only be very high. 
Not that the social costs in the United States have not been 
high: the credit squeeze and the consequent economic slump have, 
in less than 2 years, brought mass unemployment, which has, along 
with other factors, helped to slow wage increases and hence price 
rises. But there has been an effect (and one, I believe, that 
does not match the sacrifices entailed). The prime brake on in- 
flation, however, has come from the cost of raw materials and not 
from the cost of labor, 4s Modigliani argues, just 4s in years 
past the prime fuel for inflation came from those same raw ma~ 
terials. 


The decline in raw materials demand and prices precipitated by 
the restrictive policy of the United States has also helped other 
countries in their fight against inflation. Unfortunately, our 
advantage has been modest indeed, owing to the skyrocketing ex- 
change rate of the dollar, in which we must pay for most of our 
purchases of raw materials. The damage has been enormous, though, 
to all countries, as an indirect result of the slump in the North 
American economy and of the high interest rates that were imposed 
to bring about the decline in demand. 


(24 Jul 83 pp 137-145] 


Text | To stop rising prices you must take ac- 
tion both on the budget deficit and on labor 
costs. But how?’ By reforming the welfare sys- 
tem and by using the tax lever. And the unions... 


The rule preached by the montarists, and accepted even by econo- 
mists who are not monectarists, stuting that the central bank must 
consider expanding the money supply at a predetermined rate, looks 
Like a simple, effective and wise rule: but it is not so wise as 
it looks. To concentrate all your attention on the level of the 
money supply without giving the absolute maximum priority to the 
pressures that force the central bank to create new money means 
setting out along a very perilous road. Let's say that only 4 
percent of new money ought to be created each year.; and let's 
suppose that the government and Parliament agree to enact laws 
calling for expenditures that cannot be covered either out of 

tax revenues or by issuing securities: that leaves nothing for 
it but to print some more money. Let's suppose, now, that this 
newly created money soaks up 90 or 95 percent of the established 
level for the money supply: inevitably, then, you are going to 
have a credit crunch which it would be charitabie to call fero- 
cious: the economy would be plunged into an extremely deep de- 
pression. Would that at least vanquish inflatior? For all the 
reasons cited in my earlier article, it would not: it would be 
slowed, but not beaten. 
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The monetarist policy of tight restrictions is paradoxical, on 
the tace of it. If all countries are tinding it extremely hard 
to reduce the budget deticit, the rule for setting a target for 
expansion of the money supply cannot but hurt enterprise. How 
can anybody see such a policy as "Rightist," even though it is 
detined as such? The paradox is heightened by the fact that the 
monetarists issue no call for urging moderation on the labor 
unions, nor have they uttered any criticism of wage indexing. 


In seeking to unravel the paradox, one is inevitably moved to 
consider a political wager: economic damage may appear less 
massive than the expected "advantages": delivering body blows 
to the labor unions -- hard enough to leave them divided and in 
disarray inthe long run -- and, citing the irreproachable goal 
otf reducing the budget deficit, inflicting savage and indiscri- 
minate cutbacks on public spending, es, cially those Labeled 
social costs, which, in part, constitute politi.) support to: 
the "Leftist" parties. 


Let's get this straight: some drastic reduction in the deficit 
is vital, and we need to attack it from the angle of growth in 
government spending as well; but if the cutbacks and legis!a- 
tive amendments are not forthcoming with sound discrimination 
"from the Left," they will be provided savagely "from Licht 
for purposes which it would be by no means improper to define as 
reactionary. 


In my previous article I centered mainly on the internal ca» 

of inflation. There is an external cause, too, the cause which, 
over the past decade, has set off world-wide inflation -- braked 
in only a tew countries and only at the cost of very painful 
Sacrifice. That cause is the crisis in the international mone- 
tary system, a crisis which began, officially, in 197. when 
Nixon repudiated the Bretton Woods agreement. The crisis took 
on flesh and substance in violent fluctuations, particularly up- 
ward, in the prices of raw materials: the graph on page 135 in 
lact week's issue is enlightening on that score. Of course, the 
violent fluctuations that occur after 1971 also have to do with 
exceptional events: deteriorating relations, the Yom Kippur War, 
andothers. But the process has been far too systematic to be 
explained solely on the basis of those events. The basic reason. 
lies precisely in the crisis of the international monetary <vs- 
tem and in the abandonment of the orderly currency exchange sys- 
tem, both ot them relatively intlexible, Since 1971, the spurts 
of speculation in the exchange markets as well as in the raw ma- 
terials and commodities markets have grown far more virulent. 


At this point we are in a position to grasp the complexity of 
the problem. Inflationary thrusts are different, according to 
price categories, even though the increases interact and spread 
in ditferent ways. There are some wage-indaxing mechanisms, such 
as that introduced in Italy in 1975, which tend to magnify the 
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initial thrusts. On the other hand, the budget deficit -- which 
is fueled in part by that same old devil, labor costs -- if and 
insofar as it is financed by the expanding money supply, increases 
overall demand and pushes farm prices up; by contributing to 

the growth of imports, it can also push up prices of imported 
goods. (If, and insofar as the deficit is tinanced with bonds, it 
will push interest rates up and hence deter investment and pro- 
duction growth, which is a counter-inflationary factor. If @ 
really serious anti~inflationary strategy is adopted, it will 
call for a very careful assessment of the costs and benetits en- 
tailed by the deployment of the two channels of deficit finan- 
cing: the money supply and bond issues). That leaves utility 
rates and indirect taxation, whose inflationary impact 15 too 
frequently overlooked. 


Labor costs, the budget deficit, tax policy, and utility rates: 
these are the three major domestic sources of inflation; and 
since tax and rate policy is intimately linked with the size of 
the bulget deficit, we can cut the number of major domestic sour- 
ces to two. The main orgoing external source is the crisis in 
the international monetary system, still with us, since the Euro- 
pean snake, which holds exchange rate fluctuations within pretty 
tight limits, does not include the dollar, which is the prime 
medium of payment in the raw materials markets. ‘fhe increase, 
which on occasion may assume explosive proportions, in raw ma- 
terials prices creates sudden upsets in the foreign accounts of 
industrial countries andmakes restrictive credit policies inevi- 
table with a consequent halt in the growth process and, over Che 
course of years, with a serious weakening of the process itself. 
As a consequence, the growth of tax revenues also slows; this 
phenomenon, together with the acceleration in government spending 
brought about in part by the economic difficulties themselves 
and in part by legislation passed during the years of the fat 
kine, has given rise to growing deficits, with growing offers 

of securities and rising interest rates: this has further ob- 
structed the development process. These phenomena are common to 
all industrial countries, but in Italy they have taken on some 
particularly menacing overtones, mainly because government action 
this far has been weak and contradictory. 


As for reforming the international monetary system, there is not 
a great deal we can do; we can, however, press for the setting 
of specific margins on dollar exchange rates between Italy and 
the United States: this is the necessary premise for arriving, 
at some later date, at a new grand accord, which will have to go 
well beyond monetary problems and which must take into account 
not only the industrial powers, but those of the Third World as 
well. 


At the domestic level, the way out does not run through a very 
tight monetary squeeze, because that remedy would be worse than 














the ailment. The ways out are those that have been pointed out 
sO many times, albeit usually in fairly vague terms: drastic 
reduction of the deficit and putting the brakes on rising wages. 
The political difficulties are staggering; they are rendered 
still moreserious by the harrassing fire of inflammatory slogans. 
The situation is grave in the extreme: we need penetrating and 
unbiased analyses, not slogans. 





The Deticit 


In recent times politicians of the most disparate ideologies 

have made a striking list of the dysfunctions and waste stemming 
from the pension and health systems. Why, then, not introduce 
proposals for organic reforms into Parliament at the earliest 
possible moment? There is, however, « matter of principle: the 
the various kinds of assistance are provided uut of public fun« 
only to low-income people; and indeed, for these people, tie as- 
Sistance must be increased; the others must pay for these so- 
cial services, in whole or in part. The right thing to do, then, 
is to start working on reforming the welfare reforms as well as 
the instrument for administering them -- the state, and revive 
the Giannini proposal. 


Wages 


Somebody has said that the cost-of-living index we have no longer 
does any harm, because it now compensates for only 60 percent of 
the inflation rate. People forget, though, that there is the 
single~point system, and that that 60 percent represents the 

mean betwesn 90 percent for the lowest levels and 25 percent for 
the top. This tends to produce flattening, which can be partially 
attenuated only by differentiated increases, granted at the 

plant or even the individual level. The 90 percent of the lowest 
strata will thus rise well beyond that level because the COLA is 
not the only factor involved: there are also national and com- 
pany contract negotiations. I have several times suggested 
changing the single point to a quota (yes, 60 percent) which would 
have no adverse effect on employed workers as a whole, and would 
constitute a major step forward. By this time, though, there 
have been so many formulas suggested and even the unions them- 
selves, not too long ago, declared their willingness to talk abou’ 
overall wage reforms. For the lower levels the fiscal approach 

~- shares and allowances -- could work, according to a criterion 
already accepted in principle by the present government. Not only 
this government, however, but previous ones have made very shabby 
use of this power given them by inflation itself: the power to 
let the fiscal tap run wide open unless demands were in strict 
compliance with certain rules. There must be timely preparation 
of studies and instruments that will put the government in a po- 
sition to use the tax siphon as part of wage policy. At the same 
time, new ways and means, including new legislation, must be put 
in place to combat tax evasion: reorganization of the Finance: - 
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Ministry, codification in law of selected “assumptions” as to 
income, the use of modern sampling techniques to reveal evasiom, 
revision of the real estate records, and revision of the tax 
provisions pertaining to family~-held corporations. A serious 
crackdown on evasion is far preferable to imposing new taxes. 
The high road out of the mess, though, is to lower the upward 
angle of spending creep. 


It is doubtful that, under present conditions, our country will 
benefit by the recovery now under way in the world economy. In 
the most optimistic of scenarios, there might be a recovery 
undercut by higher inflation: let's not forget that the American 
economic recovery can push raw materials prices up. 


At the domestic level, I see no way out except with the active 
cooperation of the labor unions. I don't think labor should 
usurp the place of the politicians. But if they can agree on a 
joint program and set it before the political parties, the gov-~ 
ernment will have to pay attention to it. 


The Ploor 


I have argued on many occasions, and so have other economists 
like Federico Caffe, that the floor must be replaced with a 
“labor plan," a handy abbreviation covering the whole complex of 
measures designed to start incomes rising again and to absorb 

ab increasing share of unemployment among the young. The speci- 
fic proposals are numerous and many of them were advanced by the 
unions themselves, more part-time and temporary jobs, a Youth 
Labor Army to work at home and in Third World countries, all-out 
support for scientific research that could expand and upgrade 

the service sector). The thing now is to get these proposals 
into some kind of order and to work out an organic program. Such 
a program, however, will call for financing which, right now, with 
the budget in such disarray, is out of the question. 


Some very hard sacrifices will have to be made. But people can 
accept sacrifices, even painful ones, if they are convinced of 
the purpose, whicn can be convincing only if it is not vague and 
general -- if there is a plan. The attack on the youth unem- 
ployment problem could be such a project. 


La Malfa Reply 
Rome L'ESPRESSO in Italian 31 Jul 83 p 102 


“Text The distance between Sylos Labini's view and mine (and T 
think Franco Modigliani's as well) in the area of economic policy 
is not nearly so great as it would appear at the beginning of 
the lengthy essay on inflation that appeared in L'ESPRESSO's 
issues 25 and 29. 
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Sylos argues that a highly restrictive monetary policy, Combined 
with a massive budget deficit, would put such a squeeze on the 
directly productive sector as to bring about grave Consequences 
in employment. I believe that most economists would subscribe 
to that assertion. 


He adds that such a policy would not even be fully etfective in 
taming inflation. I have my doubts on this score, in the sense 
that wherever drastic monetary policies have been adopted, from 
Germany's inflation in the Twenties to recent monetary policy in 
the tuited States, to cite inflationary situations of quite dil- 
ferent intensity, they have been effective in halting inf lation. 


But this is « moot point, irrelevant to the purposes of the cur- 
rent 18sues in Itaiian economic poltcy, sii neither I nor 
Franco Modigliani has suggested ti We ought to 7 eatric 
tive monetary policy without first dealing » '! he budaet 


cit and with the rising costs of labor. The fact 4. tha 

next government's economic policy must have, as 4.t5 keystore 

as Sylos says, "crastic reduction of the deficit and a slowdown 
in wage increases." Sut it must also devise a monetary policy 
that will not leave the way open for a new ‘lush of expectation 
of inflation and inflationary pres ure. 


On all these points, we must have clear commitments bes, 
the platform agreement stage of forming the government. 


As to the government's requirements, in 19%3 they edged tows 
9O trillion lire and topped 100 trillion tor 19%4, and wu 

mises to settle somewhere around 120 trillion. Adding to this 
tigure a Suitable amount for the credit requirements of the pro- 
ductive sector, we tind total internal credit’ expansion 20 per= 
cent higher than in 1933 and still higher in 19%4. 


fo assume that int lation can drop to 13 percent by the end o1 
L9%% and the middle of 1944 and that at the same time there can 
be an economic recovery of 2 percent or more, a8 some predict, 
looks completely contradictory on the face of it. At the budget 
deficit Level we have reached, if it is inanced even if only 
in part, with monetary means, inflation cannot come down; if 
interest rates are held high enough to get people to » | 
ment securities again, there can be no recovery. 


Theretore the first thing we must do is to set precise Lit cet 
for reducing the '53 and '54 deficits and take steps in that dinw 
rection. We don't need vague, general promises along the lines 
of “every new expenditure must be covered by new revenues," be- 
cause such promises would be broken at every step: what we need 
to know is what are the limits -- in figures -- within which tim- 
its we propose to hold government requirements. 


The second matter has to do with Labor costs. lt intlation is 


to come down to the European level, labor costs will have to siow 
their rise in line with that goal. Here we have to choose between 


27 








cooling down the COLA machinery, perhaps by making adjustments 
annually or by phased. cutbacks in the number of adjustments per 
year. It is now clear that the 22 January agreement, aside from 
its many areas ot ambiguity, does not leave room enough for con- 
tract revisions if we intend to keep the lid on inflation. It 
then becomes a matter of figuring out how to reconcile these re- 
quirements. 


If the budget deficit and labor costs are in line with the goal 
of reducing inflation, monetary policy, too, can perform in a 
manner consistent with a reduction of inflation, without trig- 
gering the adverse consequences Sylos fears. If it does not 
behave in the requisite manner, however, it may well refuel infla- 
tionary pressures. These are the three essential keys to an eco- 
nomic recovery policy, and politically they are not easy, partly 
because the crisis in the productive system and especially in 

the state participation enterprises, from steel to aluminum, will 
tend to trigger requests for additional financing for the pub- 
lic sector. 


We must come right out and say frankly that there is no room in 
this field, just as there is nonefor fumbling eftorts to provide 
jobs. The only road we can follow is the high road of bringing 
inflation down and restoring our productive structures to health. 


Sylos Labini Reply 
Rome L'ESPRESGO in Italian 7 Aug 83 p 9% 


Text. In the last issue of L'ESPRESSO, Franco Modigliani, in 

an interview with Giuseppe Turani, repeated and further explained 
his proposal for dealing with inflation, and Giorgio La Malfa, 
commenting on an analysis of my own which appeared in issues 25 
and 29, makes the point that the distance among our three approa- 
ches is not very great. 


La Malfa is right. Even so, the issue is so important that we 
must eliminate any slightest chance of misunderstanding. And 30 


I shall attempt to sum up all three positions briefly. 


Modigliani. 1. The rise in prices depends primsrily on the cost 
of labor; hence the need for reforming the cost-of-living ma- 
chinery and setting the adjustment trigger-points in advance. 

2. While it is doubtful that the huge budget deficit contributes 
to inflation, it is certain that, by soaking up a large share of 
savings and pushing interest rates far too high, it is the main 
reason why investment is languishing. 3. In our country's 
present condition, to force an expansion of credit in order to 
fuel demand and reduce unemployment would be a grave error; but 
it would be every bit as grave an error to impose a tight monetary 
squeeze by reducing the growth-rate of our total internal credit 
supply; the wisest policy is one -- substantially the one we are 
pursuing now -- of moderately restrictive monetary policy. 
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La Malfa. 1. The rise in prices depends primarily on the expan- 
sion in the money supply; that is why “the way to tight int la- 
tion is to use the money supply.” 

2. It we want to avoid letting the money squeeze hit hardest at 
the enterprise sector -- and the consequences co investments and 
employment we are all aware of -- we must cut public spending 
ruthlessly. 3. At the same time, it would be helpful in the 
fight against inflation to hold down the rising cost of labor. 


My own position can be summed up in two positions. 1. The rise 
in prices in industry stems primarily trom labor costs; in other 
sectors it deoymds on other factors; rates and taxes cannot be 


overlooked. 2. The budget deficit contributes not only to the 
slump in investments and in jobs, but also to inflation, direct ly 
and indirectly as well (farm prices, «xchange rales, rate ineren 


ses, and taxes). 


My position is thus closer to Modigliani's than to La Malta's, 
specifically, J agree completely with Modigliani's point 3. The 
keys to a cure, in other words, are two in number (labor costs 
and the deficit), not three; the money supply must be prudently 
managed, of course, but it cannot be viewed as a remedy in and 
of itself. I difter with Modigliani, though, on seversi point 
and in particular on the influence to be attributed to raw mu’ 
rials prices, particularly those of imporved raw materials. 
Hence my suggestion that Italy -- as part of a vigorous recovery 
program -- raise the issue of limits on the oscillations ot the 
dollar in relation to all European currencies at the Lurope.s 
level. 


I have long agreed with Modigliani as to the need for retorming 
the COLA machinery (percentage points in place o! ij ixed point | 
all things considered, I also agree with his suggestion that Li 
adjustment trigger-points be pre-set. I will say, though -- and 
this is the main reason why I decided to write this note -- that 
any rule having to do with wage increases must be based on the 
power with which initlation itself has endowed the government: 
the power to let the tax siphon operate ot full tilt if Labor's 
demands do not abide by those rules. Until now, the government 
has used that power very ineptly; actually, it has hara! ised 
it at all. This is a key point which neither Modigilian: noi 

La Malta raises: tax policy as a tool for implementing wage 
licy which is not based merely on exhortations <-- or on threats 
ot the hangman's noose. 


As tor the budget deficit, tor at least a year I have been point- 
ing out that the growth of spending in real terms is on the order 
of 9 to 10 percent, that of revenues at 3 percent, and that of 
incomes, which has been close to zero tor the past 2 years, will 
hardly top 2 or 3 percent -- again in real terms -- any time in 
the near future. 


29 





the double Lag is absolutely intolerable, even the one on revenues 
which reflects the tax drain. This 1s why drastic action is ur 
gently called tor s0 as to achieve an immediate and signiticant 
reduction in the deficit and, in the future, to Uring down the 
rate of increase in expenditures and revenues, gradually pushing 
them into line with 2 or 3 percent in real terms. This is an 
operation that will call for reform of the social reforms and 
reform of the decision-making centers and of the organizations 
which handle government disbursements and collections; most of 
all, it calls for some pretty remarkable political courage. 

there are no alternatives, though, if we want to break out olf the 
spreading swamp of stagnation, rendered socially unbreathable 

by the pestilential vapors of double-digit inf lat ‘on. 


Drastic reduction of the deficit and of its growth would make in- 
creased investments possible, and hence would enable Italy to find 
her proper place in the international recovery. ‘his would not 
suffice, however, for effective action on unemployment and, in 
particular, against unemployment among the young: we need a 
"labor plan" with public backing that the state can give only by 
cutting the level and the growth of current expenditures. 


Prom Modigliani's replies we can perceive how the timing ought to 
go:first the fight against inflation, and then action against un- 
employment. In my view, both should be undertaken at once: it is 
not paradoxical to say that a two-pronged action of this kind, 
difficult though it may be, would be Less difficult than a two- 
phase policy, considering the support that could be forthcoming 
both from industry leaders -- hoping tor more available credit 

_- and from the labor unions -- eager tor the fight on unempLloy=- 
ment. 


'PROMETEIA' Study on Economy 


Rome L'ESPRESSO in Italian 3 Jul 83 pp 150-153 


, 
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Article by Giuseppe Turan1, 


“Text | If economic policy keeps running the way 
it has in the past, the economy will col/apse-. 
But if we devalue the lira, if we freeze wages 
and rates, if we tax estates, though..-«-. 


We have had a new Parliament for the past few hours. Within a 
few weeks we shall have a new government. And people are begin-~ 
ning to ask each other: what will this next legislature be like? 
The one that was supposed to last until 1955? 


The answer +o this question, at least insofar as it concerns the 
economy, is forthcoming in the latest study by the Bologna re- 
search center known as PROMETEIA, founded by former Treasur: 
Minister Nino Andreatta (who is still its spiritual father'. Its 
findings are fairly easy to grasp: our economy has stumb' d into 
a "Catch 22" situation. In order to start growing faet ; 
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enough again, we need to be competitive again vis-a-vis the 
countries that are our rivals, and we can do this ty devaluing the 
lira. Except that if we devalue the currency, intlation will go 
back up again, which will force us to put the brakes on the eco- 
nomy to avoid still worse troubles. And so we are doomed to swing 
back and forth, maybe forever, between timid starts at recovery 
and inflation that might drop a little, but never levels off at 
anything near the level our competitors have. That 1s the trap. 
Is there any way out of it? 


Yes, say PROMETEIA's research people: austerity and sacritices. 

And just how much would those sacrifices hurt? They have calcu- 

lated that lira by lira, clear through 19455; we can expect them 
to be painful, but not unbearable. In fact, a lot of people will 
be surprised: given the times we live in now, we might have ex- 

pected to have to tighten our belts again. 


Here, though, are PROMETEIA's figures in detail. Using cumputers 
and a model of the Italian economy, they mapped out two scenarios 
running to 1955: the first one is called the "moritoring" and 
the second is called the "“aiternative." The first, practically 
speaking, is the one that will be played out if the political si- 
tuation continues the way it has been going, with a government made 
up of a clutch of parties that cannot agree on measures of auste- 
rity and financial rigor: "Imagine a Spadolini government running 
Italy for 5 years," say the research crew, laughing. 


The second, the "alternative," might have a chance if we get into 
a political situation where somebody could build a consensus and 
enough strength to make Italian society swallow a bigger dose of 
austerity and sacrifice. In practical terms, that would seem to 
mean if the DC, in the new government, can get control of economic 
policy. 


What would happen to us in each of the two cases is shown in the 
table (which we put together ourselves and which does not appear 
in the PROMETEIA studies). With the "monitoring" scenario (con- 
tinuing the present situation) from 1954 to 1955, the Gross Dom- 
estic Product (GDP) will grow by 14.3 percent overall, which works 
out to an average of 2.7 percent per year. Investments will rise 
by 31-0, or 5 percent per year. Industrial production will go up 
by 22.5 percent, which is 5.5 percent per year. Inflation wil]! 
grow over the 5-year period, by a total of 69.5 percent: what 
costs 1,000 lire today would cost 1,695 lire at the end of 195%. 
On the average, prices will go up by 11.2 percent a year. The 
important datum on inflation is that, in this scenario, even after 
1955 we are going to have inflation higher than 19 percent: a 
result that is quite rightly described as unacceptable, since even 
today our major competitors have an edge over us with inflation 
below 5 percent and still dropping. Wages would go up between 19%4 
and 195% by 32.6 percent; if you make a million lire a month now, 
you might be bringing home (not allowing for fiscal drag) 1.%26 





million. Your “gain,” when set against price increases, would 
amount to 125,000 lire. Employment would increase by 4-7 percent 
over the 5 years, or 0.9 percent per year. 


As you Can see, this is not 4 scenario that evokes any wild applause. 
If the Italian economy could be compared to an automobile, we could 
say that from now until 1955, we'd have to do our driving in second 
gear, and that furthermore, we'd have constant problems with our 
carburetors. PROMETEIA tells us that in 195% the Italian deficit in 
goods and services will be over 14 trillion, while the overall bud- 
get deficit will be very close to 153 trillion lire. 


Furthermore, this scenario becomes plausible, albeit not very plea- 
sant to contemplate, only at the price of some sacrifices -- big 
ones: in 1954 and 1955 the growth of real earnings would be zero, 
and in later years it should be no more than l or 2 percent per year. 
If that didn't happen, everything would be even worse. 


Now let's look at the second PROPETEIA exercise, the one it calls 
“the alternative." The results are summed up in the other column on 
the table. In the 5 years covered, GDP would be up by 20 percent, 
which means an average of 3.7 percent per year 45 opposed to a 2.7- 
percent average gain under the "monitoring" scenario. That is a re- 
spectable figure. Investments over the period would grow, not by 31 
percent, but by 45.7 percent, or half again as fast. Industrial pro- 
duction would improve. Inflation would rise over the 5 years and 
in all, by only 51.3 percent instead of 69.5% percent. Practically 
speaking, inflation over this period would grow by an annual mean 

of 6.5 percent instead of 11.2. In this connection, though, the 
important datum is something else: if we take the "alternative" 
road, tn 1954 inflation will level off just a tad over 10 percent, 
and drop sharply thereafter to wind up the period at % percent. 


Wages would rise by only 53-5 percent in the 5 years (as against an 
42.6-percent gain in the other scenario). But since inflation would 
be down, too, we have to run that reckoning through the computer 
again. In practice, under the "monitoring" scenario (which means 
going on as we are now), over the 5 years the real growth in wages 
as compared with prices would be 124,000 lire; in the “alternative' 
scenario (with DC austerity), somebody making a million lire a month 
now would get just about 22,000. This is the core point in the 
question of which one to choose, the hot issue in the political 
debate that will begin next week. This is the heart of De Mita's 
austerity insofar as workers! wages are concerned: we'll have to 
agree to pay envelopes that don't grow quite so fast with respect to 
prices; we'll have to agree to paychecks that, over a 5-year period, 
will grow by a scant 22,000 lire instead of 12%,000 (in real terms, 
after inflation, that is) a month. Is that too much of a sacrifice? 
No, decidedly no. 


Especially if you consider that, by following the austerity plan, 
you get growth in production and investments half again as high as 
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what we would see under the other scenario, and that int lation 
would drop below 10 percent very swittly. Lastly, and this is not 
something to be dismissed, over the 5 years in question employment 
would go up by 5.7 percent in place of 4.7: that's not a lot, but 
it's something. 


There would be major progress, furthermore, on the problems of the 
goods and services and budget deticits. Under the “alternative” 
scenario, the goods and services deficit would, by 19%%, be down 
below 6 trillion (in the “monitor” situation we were close to 15 
trillion), and the overall budget deficit would be barely 92 tril- 
lion (as compared with 153 trillion in the other scenario). 


At this point the informed reader will have grasped the substan- 
tial differences between the two scenarios. With the first one, 
we stay afloat, but we can't break out of the trap; the Italian 
economy remains trapped between the need for continually devaluing 
the lira so as to be able to sell more abroad and to grow, sna the 
practical impossibility of doing that to the degree that would 
help, tor fear of setting off inflation again. With the second 
scenario, the trap siaps shut on air, and we lay the foundations 
for faster growth, keeping inflation low along with the deficit 

in the balance of payments, and in the budget. In other words, it 
puts us into the re-entry orbit. 


The price to be paid? That has already been quoted: it has to 

do primarily with rages, which would have to slow their growth-rate 
drastically. The blow would be a hard one mainly in 19%4, when 
there would be an abrupt halt to wage increases: they might go 

up by only 7.7 percent, while inflation would be rising another 
10.1 percent. In 19%4, there would be a loss of earnings, due to 
inflation, of 2.4 percent. After that, though, wages would start 
to climb again, albeit only a little bit faster than inflation. 


How -— assuming we want to -- do we get into austerity? There are 
six vitally important steps. 


Ll. A 10-percent devaluation of the lira at the end of 19%}. 


2. Witholding of all cost of living adjustments in 1954, with 
payment in 1955. Practically speaking, in 1954 we shall go ahead 
as if there were no COLA (that's the much-talked-of "Carli pro- 
posal”). This is, in all likelihood, the issue on which the donny- 
brook breaks out. Not so much over the size of it as over the poli- 
tical costs of "suspending" the COLA for a whole year. 


3%. Freezing public utility rates for all of 19%4. 


4- Imposition of consumer price controls (to hold down the price 
spiral). 
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5. Another § trillion lire in taxes per year (including the real 
property and estate tax -=- that is what's new in the "Carli propo- 
sal") as of 1954, but considerably narrowed in application in 1935. 
This 5 trillion lire is to be garnered in part trom the property 
tax, rather than confined to individual and corporate income. 


6. Reducing interest rates. 


These, in summary form, are the answers PROMETEIA's computers came 
up with to the question: what will happen, economically speaking, 
in the next legislature? The answers are perhaps pretty much what 
we might have imagined. 


It is likely, though, that the moment talks about the new govern- 
ment begin, the DC will urge its future allies to opt for the 

more cogent austerity road. On the basis of the reckoning we have 
shown here, the price we shall have to pay, even in terms of pay 
envelopes, is not enormous. The psychological and political price, 
on the contrary, will be very high. Wages in this country have ri- 
sen, and risen considerably, evev allowing for inflation. Now we 
are talking about calling a halt, a breathing-space of at least 5 
years, to make up for lost time. Five years may look like an aw- 
fully long time to some of us. But, most importantly, the Left 

and the labor unions will not readily accept a plan to pay the 
price of “re-entry into development" tickets out of working peo- 
ple's wages. On the other hand, there is no other road in sight. 


Ciampi's Proposed Measures 
Some L'ESPRESSO in Italian 14 Aug 83 pp 104-109 
“Article ty Salvatore Gatti, 


“Text! Bring down the budget deficit; put 
cost of living increases into the program; 
control industrial and retail prices; hold 
utility rates, rents, and pensions down. 
This is what Ciampi and Craxi ave calling 
for -- and why. 


ROME: While the super-dollar continues to lurch like a loose gun 
over the world's financial markets, and weak currencies like the 
lira are in ever-deepening trouble, the governor of the Bank of 
Italy, Carlo Azeglio Ciampi and its general director, Lamberto Dini, 
a ranking expert in international finance, have been putting toge- 
ther a plan to restore the Italian economy to health and to put it 
in seaworthy shape to stand up against the international storms. 

The only reason, in fact, that the dollar threatens to crush the 
lira, as the President of the United States, Ronald Reagan puts it, 
is that “every nation has the currency it deserves." And the ital- 
ian currency has been undermined by the inherent flaws in the economy 
and is drifting almost inexorably toward further devaluation come 
this autumn. 











Unless, that as, the "Ciampi Plan" is adopted and the fight against 
the dollar is waged, not only by burning up Italy's currency re- 
serves but also via drastic intervention aimed at the underlying 
reasons tor the lira's weakness. But just what is the "virtuous" 
route Ciampi suggested, first as a written prescription and then in 
a lengthy conversation, to the new prime minister, Beniamino Craxi? 
What kind of picture did he get of the very trying year that awaits 
him -- 1954? And what therapy did he prescribe? Here you are. 


Dreadful '54 


It something is not done at once, with heroic treatment, next year 
will bring us 1l6-percent inflation and a budget deficit of 120 
trillion lire. That is madness: Six points above the 10-percent 
level of inflation Craxi is aiming at, and a budget deficit that 
may well top 13.9 percent of GIP (as against 15.4 percent this 
year). All the big sectors of government would see their exncnui- 
tures rise at the rate of 16.6 percent while revenues would be 

up by only 7.5 percent in nominal, monetary terms, meaning that in 
real terms they would actually decline. Result: 120 trillion lire 
in government requirements, which would drag Itaiy still further 
down. With what consequences? In addition to high inflation, 
which is the same for everybody: total internai credit, according 
to tigures given Craxi by the Bank of Italy, 151 trillion lire: 
take away the 120 trillion the government will need, you have 31 
trillion left for the private economy, which would thus get less 
financing than it got in 1983. Thus the budget deficit would tigh- 
ten its stranglehold still more cruelly on the part of our economy 
that generates wealth. 


A Virtuous '34 


The gloomy fate predicted for next year can be warded off. And it 
must be. That is the "virtuous" goal (advice Craxi has already 
made his own) must be that of a deficit held down to "only" 50 
trillion lire, and an ll-percent increase in GIP: one point of 
real growth plus 10 points of price increases plus the 10-percent 
inflation Craxi's program is ready to accept. That would provide 
total internal credit availability of 118 trillion and so, sub- 
tracting the 80 trillion that would go to the state, would leave 
38 trillion for the private sector, or 7 trillion more than the 
ominous projected "worst-case" scenario. Meanwhile, all the 
economy's financing activities would grow more slowly than in '§?3 
(as shown by the econometric model delivered to Craxi by the Bank 
of Italy); in this way we should arrive at a moment of equilibrium, 
with a halt in creation of new money, thereby giving the private 
sector more breathing room at the same time. When it is over, 
there should be more investments and more jobs. This would be 
the start of that "“virtuouscircle" which Ciampi and Dini have 
been crying for during 4 years in a wilderness of successive gov- 
ernments whose willful deafness carried Italy from a deficit of 

52 trillion lire in 1951 (Forlani-l and Spadolini-1) to one of 72 
trillion in 1982 (Spadolini-2), to more than 80 trillion this year 














(Fastani-5), leaving tnt bation all but untouched, Just how, 
though, are we supposed LO manage, im the mext frew months, to 
install the virtue Ciampi longs to see in place or the vices 
of the past several years? The governor has provided the prime 
minister very specific directions for getting there. 


The Ciampi Plan 


There are four key points in the plan Ciampi delivered to Craxi: 
reduce the budget deficit, acting on both the spending and revenue 
sides; the cost of living machinery; utility rates; prices. 


Government funding: "For 1983," writes Ciampi, since the year is 
not yet out and we can still do something, "what is needed is a 
maneuver on the order of 5 to 10 trillion (to be found from in- 
creased revenues and lowered spending) to bring the government re- 
quirement down to 50 trillion at most. In the first 6 months of 
the year, the requirement was 6 trillion per month; if we allow 
the 1953 requirement to rise to the %5-to-90 trillion forecast, 
the monthly requirement for the second half-year would be 9 tril- 
lion. And that acceleration could trigger financial pressures 
that would be difficult to control." 


What about 1954? "It will take a 40-trillion-lire maneuver, " 
writes Ciampi in his memo to Craxi, to go froma 120-trillion 

to an *%O-trillion lire deficit. "Twenty-five trillion for mea- 
sures that would have direct impact on revenues and expenditures, 
and another 15 trillion through financial measures (such as the 
consolidated treasury) and cutting interest costs, which would 

be determined by the smaller deficit and the decline in inflation. 


"On the revenue side," Ciampi suggests, "the effort should be to 
hold tax pressures steady with a body of measures that would insure 
additional tax revenues of 15 trillion lire, net." And on the 
spending side? "Some adjustment of indexing "COLA: Ed. |} for 
entitlement programs in line with what the private sector is doing, 
and a review of other spending categories so as to bring the total 
cutback to 10 trillion, not counting savings on interest payments." 
The governor has some other ideas, though, more specific ones: for 
one, he would take a sharper scalpel to medical spending. How? 

By making Communes and Regions responsible for their local health 
delivery units (USLs) and putting restrictions -- a ceiling -- on 
spending; any jurisdiction that spends more than that will have 
to cut funds somewhere else to cover the excess. A sound deter- 
rent. "The desirable effect of holding government spending within 
the %O-trillion limit is clear when you note that the flow of newly 
formed financing activity (last column in the table) would drop 
to 19 percent of GIP, as opposed to the 20 percent estimated for 
1953." And what would that do? One basic thing, which business 
has been awaiting for years: "That would ease pressure on the 
money markets, thereby opening the way to low real interest rates." 
And money would begin to be cheaper. 
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Now, prices and indexing. In the virtuous circle, Ciampi in- 
cludes not only action to reduce the budget deficit, but also 
action against all indexing mechanisms and on wholesale and re- 
tail prices. Let's look at his proposals, one by one. 


l. The COLA machinery will be reformed. How? Not the way ino 
Andreatta and even some socialist economists would do it, by spac- 
ing out COLA trigger-points to 6 months instead of the current 3 
months, because doing it this way would mean that with each adjust- 
ment, all at once and every time, there would be a sudden, massive 
rise of liquidity in Italian pockets that would bring about an 
uncontrollable round of price hikes (as happens when the annual 
month's pay bonuses are paid). What Ciampi suggests is to "preset" 
the COLA trigger-points, meaning that he would program them to 
keep pace with the rate of inflation determined by the government 
-- 10 percent for 1954. Naturally, Ciampi would also readjust the 
COLA machinery for the civil service. 


2. Prices. This is the major innovation in Ciampi's plan. If 
inflation is to be leashed, we must control and bring down prices, 
not just the COLA. Wholesale prices, factory prices, will be pro- 
grammed according to the government's pre-est ab) ished inflation 
ceiling (excluding the effects of increases in the dollar exchange 
or in raw materials costs). And what if the manufacturers Zo 
through the 10-percent ceiling for 1954? They must automatically 
be punished, penalized with a cutback in their fiscalization pri- 
vilege for fringe benefit costs, which means that portion of taxes 
(they now run around *% trillion lire per year) the government has 
been picking up for several years now and which in fact constitutes 
a direct subsidy to industry). 


From the Bank of Italy's viewpoint, though, public enemy number one 
is the retail trade. In 1932, retail prices rose by 5 percentage 
points more than wholesale prices: retail merchants gave inf la- 
tion a very hefty boost. It will be well to keep an eye on them, 
Ciampi argues, and put controls on some thirty products. 


3. The other indexing machinery- To get inflation really under 
control, rates must be programmed as well, and here we must let 
them rise only by a cautious margin: rents, which must must be 
held below the inflation ceiling; pensions; set-asides for old- 
age retirement. Not one of them must exceed the government's 
programmed inflation ceiling. Only if everything stays in line, 
under control, can we win the battle against initlation. 


The Ciampi plan is thus a4 very well-balanced plan, which affects 
everybody equally, without any obsessive worry about the COLA or 
any of the many other contributing causes of Italy's inflation. 
This is why the new government liked it. And this is precisely 
why it has some chance of being a winning plan. It is for the new 
prime minister to persuade his cabinet to implement it. 
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THE NEXT 5 YEARS 


"Control" Scenario "Alternative" Scenario 








%Z Rises % annual %Z Rises % annual 

1954 to rises 1944 to rises 

198% 195% 
Gross internal product +14.3 + 2.4 + 20.0 + 3.7 
Total investments +31.0 + 5.45 + 45.7 + 7.5 
Industrial production 422.5 + 4.1 + 25.4 + 5.1 
Consumer prices +69.5 + 11.2 + 51.3 + 53.6 
Wages +52.6 + 12.8 + 53.5 + 5.9 
Employment + 4.7 + 0.9 + 5.7 + 1.1 








»++THEN, BY THE END OF 1985.... 


Inflation 10.6 3.4 
Sales of goods and services 

(in billions of current lire) - 14,531.1 - 5,719.7 
Overall budget deficit 

(in billions of current lire) - 152,954-1 - 91,635.6 
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Employment per Sector Lnemployment kale 





Index: base 1970 = 100 In percentage of the labor force 
; i ‘ 4 
OCCUPATI PER SETTORE Di ATTIVITA TASSO DI DISOCCUPAZIONE 
Indice. base 1970 - 100 In percentuale delle torze di Lavere 
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Unemployment: IRS Ke port 
Rome L'ESPRESSO in Itallan 4 Jul 63 p 155 


Milan. Unemployment? We wouldn't have even a shadow of it in 
Italy if only women would stop hunting for jobs and abandoning 
their husbands, children, and kitchens. Of course, you could 
apply the same logic to the young folks: it it hadn't been for 
the “baby hoom" back in the Sixties, we wouldn't be hearing now 
about those 2 million-odd out of work. And why not blame it on 
men? After all, if there weren't all these adul men looking 
for jOobSe.ee etce 


Joking aside, this is the problem: there have been a whole lot 
of new jobs created in Italy these past 10 years. Even more 
numerous, though, were the candidates for those jobsi espe- 
cially youngsters and women seeking their first jobs. Tie rise 
in employment, particularly in the service sector, was not 
enough to absorb the phenomenal growth of the labor force. This 
(along with a lot more) is the conclusion reached by the latest 
"Dossier" in the LETTERA FINANZIARIA devoted to the Labor market 
in Italy (as compared to the rest of the world). Between 1960 
and 1973, overall employment declined by more than a million 
jobs, despite the fact that many of us remember the "boom" years 
as fabulous times, with abundant jobs there for the asking. 


From 1973 to 1952, though, employment in Italy rose by more than 
1.5 million people. Beginning in 1974, each succeeding year put 
120, 000 wore people to work than had held jobs in the preceding 
year. Not everybody, though: for every three workers looking 
for a job for the first time, only two new jobs were created. 


And that is why, unfortunately, we have unemployment: offsetting 
the flesh-and-blood consequences of the "baby boom" and of women 
looking for jobs, we had the boom-time growth of the tertiary 
sector, newly surfacing among the top employers. Even that, 
though, was not enough to meet all the demands for jobs. What are 
the other causes of unemployment? 


One of the causes cited in the "Dossier," published by the IKS 
_expansion unknown! in Milan, blames overly high real wages. 

Yet in Italy the most intensive increase in employment came about 
from 1973 to 1975, in a period during which real wages grew very 
fast while profits sagged. After that, then, in the years from 
1975 through 1982, real wages stopped rising quite so fast, and so 
did the creation of new jobs. One would therefore be tempted to 
rule out the theory that bloated wages were to blame for unemploy- 
ment, although it is true that the profit shrinkage in the wake of 
the 1973 oil crisis did slow investments and plant reconversion. 


4) 














All this, however, has to do with the past, and the bottom line 
for 1952 reflects a momentary halt, perhaps a breathing-space: 
for the first time in a decade of uninterrupted growth, total em- 
ployment in Italy has declined. The unemployment rate is now up 
to 9.1 percent. What will happen now? Top priority must go to 
the fight against inflation: no matter what government emerges 
from the elections, it can make no solid commitment, no promist 
of jobs without first taking on inflation, and without first nar- 


rowing the inflation gap that cuts us off from other industrial 
countries. 
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ECONOMIC PORTUGAL 


SCOPE OF COOPERATION WITH LUSOPHONI. AFRICAN COUNTRIES 
Lisbon DIARIO DE NOTICIAS in Portuguese 5 Sep 83 pp 9-10 


/Article by economist Antonio G Inocencio-Peretra, specialist in international 
relations / 


/Text/ Portugal's official cooperation with its former 
colonies has been confined principally to the technical and 
professional areas. Of the five countries in question, 
Angola is the one with which cooperation has been less than 
that indicated by its potentialities, in both absolute and 
relative terms. 


The Institute for Economic Cooperation /ICE/, established in 1979, took a recent 
inventory of its activity in 1982. As the coordinating agent for Portuguese 
cooperation with the Third World in the economic area, specifically with the 
five African countries where Portuguese is the official language, the ICE 
presented a clear and detailed balance sheet of the status of that cooperation; 
the following is an attempt to summarize and comment on the ICE's presentation. 


Forms of Cooperation 


Portuguese cooperation--independently of the juridical instruments which gevern 
{t--occurs in various forms, from the simplest form of business ccoperation to 

cooperation from state to state both bilaterally and multilaterally, the latter 
occurring particularly in technical-financial areas. 


Of particular importance is the establishment of joint companies, an especially 
interesting form of cooperation, inasmuch as it gives rise to a spirit of north- 
south dialogue similar to that which prevails at summit conferences between 
industrialized countries and developing countries (consider the case of 
cooperation with Angola in the productior of electrical equipment). Also, of 
particular importance is multilateral cooperation (trilateral or triangular) 

in which Portugal is a party and which mekes it possible, in a realistic and 
pragmatic manner, to reflect the imperatives of the present international 
division of labor at the cooperative level, avoiding financial and technological 
strangulations which the dimension and development of our country would not be 
capable of overcoming by itself within the scope of bilateral cooperation. 
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Principal Sectors of Cooperation 


Official cooperation between Portugal and the five Portuguese-speaking African 
countries has been principally in the technical ard professional areas. In 
this respect, Cape Verde, which received one-fifth of the tote] sum allocated 
to cooperation in 1982, is receiving Portuguese technical aid in the fields 

of agriculture, forestry and cattle raising. Of special mention is the 
technical support given by the National Laboratory of Civil Engineering in 

the construction of the extensive Praia port, which project, budgeted at 

about 1.5 million contos, will be financed 50 percent by Portugal. 


As for Guinea-Bissau, foremost bereficiary of Portugese cooperation in 1982, 
the cooperation was directed especially to the sectors of transportation, 
communications and meteorology (15 percent of the total cooperative allocation 
to Guinea-Bissau) and to professional training, both at the level of on-site 
cooperation (17 Portuguese cooperants at various Guinea-Bissau ministries in 
the economic area and 8 in connection with Guinea-Bissau's airlines) and 
through scholarships to Portugal (14 in public administration and 9 in the 

air force). 


With regard to Sao Tome e Principe, in 1982 a total of 51 study scholarships 
were granted for participation in various Portuguese organizations, ranging 
from the CTT/TLP /General Administration of Post Offices, Telegraphs and 
Telephones/Telephone Workers of Lisbon and Porto/ (11 scholarships) to the 
National Laboratory of Civil Engineering (5), the Geographic and Cadastral 
Institute (5) or the Lisbon School for Hotel Management and Tourism) (5), 
among others. Technical ccoperation with this country focused particularly 
on civil aeronautics (with the presence in Sao Tome of 4 Portuguese cooperants 
and the financing of Portugal of 40 percent of the future airport of the Sao 
Tome capital) as well as on converting industries (the manufacture of aqua 
vitae and alcohol, cattle feed and beer). 


Of the five countries in question, Angola is the one whose cooperation with 
Portugal is the most below its pctentialities in both absolute and relative 
terms; and this, despite favorable predictions which emanated from the summit 
meeting held in Bissau in 1978 (the Eanes-As#ostinho Neto meeting) or the visit 
of the President of the Reputlic to AngOla (April 1982). Action was prompt, 
with the greatest amount of cooperation being directed toward professional 


training. 


Concerning cooperation in the industry and energy sectors, we should mention the 
participation of PETKOGAL /Portuguese Petroleum. Corporation/ in the prospecting 
and exploration of oil in the off-shore area of the Zaire River in association 
with certain foreign countries (Portuguese participation, 10 percent), support 
for the operation of the entire hydroelectric sector and the participation of 
LISNAVE /Lisbon Naval Shipyard/ in the project of revamping and developing the 
Lobito shipyard. In the area of converting industries, cooperation was in the 
form of business initiative in which it should be mentioned that Portugal 
represented 80 percent of the total cooperation with Angola in this sector. 
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Comparing the overall picture with that of 1962, what is mst impressive in the 
official cooperation with Angola is the things left undone much more than the 
accomplishments; and this, despite the plausibility of the excuses given, 
whether they referred to the difficult domestic situation experienced by the 
country or the vicissitudes of bilateral relations. in fact, in important 
sectors, such as agriculture, civil construction and public works, housing 
and urbar development, transportation and cormunications, the principal 
initiative fell on the shoulders of the Portuguese business sector. As for 
lishing, it 1# known that the Angolan authorities were still unwilling to 
negotiate the agreement which was presented to them in 1979 by Portugal, 
hile simultaenously permitting Soviet, Cuban and Sparish fleets to operate 
in Angolan waters. 

With regard to Mozambique, Portuguese official coope..*!on ia ratuer dives 
with the emphasis on technical assistance; 83 Portuguese cocpecuits are 
participating in this cooperative effort, concentrated essentially, as it t: 
case of Angola, in the electrical sector (52 cooperants) ard in public 
administration (27 cooperantse). 


How Much Does a Cooperant Cost the ICE? 


A "cooperant” is a Portuguese citizen who relocates to an African councc, 
Portuguese is the official language, protected ty a three-way cocperative 
contract (the participants being the two countries involved and the ccoperant 
himeeif). There are presently 18& Portuguese cooperants in the five countries: 
53 in Mozambique, 54 in Angola, 25 in Guinea-Bissau, 22 in Cape Verde an: 

Sao Tome e Principe. 


The average cost per cooperant was about 274 contos for the Pertuguese state 
which, however, does not contribute to the charges incurred in the electrical! 
and banking sectors in Angolaand Mozambique. Meanwhile, it should be noted 
that the countries involved pay the cooperants wages, part of which is 
transferable. 


Nevertheless, many of the requests for cooperative contracts have not been 
acted upon due to the conditions specified, particularly that of the wage level 
which ie far below what the candidates desire. 


In addition to these official cooperants, several thousand Portuguese sattonals 
work in those countries, either withcut a contract or with direct or bilace..’ 
contracts. 


Bliateral Trade 


Contrary to what 16 customary in our country’s foreign trade relations, the 
Portuguese trade balance is on the plus side with regard to the five Portuguese- 
speaking African countries in question; in 1982, the positive balance amounted 
to 13 million contos. 
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The highest positive balances in absolute terms were incurred in the cases of 
Angola and Mozambique; this does not mean, especially in the case of Angcla, 
that we are achieving the full potential of our trade relations with that 
country. Let us take a closer look at the exchanges we are making with each 
of the five countries: 


Cape Verde: In 1982, we imported from that country only about one-fifth cf the 
total amount we had imported in 1981, while, at the same time, our exports to 
that country increased by about 85,000 contos. Thus, the balance was in our 
favor to the extent of 1,832,000 contos. As an explanation of the decline in 
our imports, we would point out particularly the problems experienced by Cape 
Verde recently, especially with regard to the capture of fresh fish and banana 
production, its principal exports to Portugal. 


Guinea-Bissau: Similar situation: the level of Portuguese imports from that 
country were relatively low, while, at the same time, our exports to Guinea- 
Bissau increased by 2 and 1/2 times during the 1981-1982 period; thus, Guinea- 
Bissau now ranks third among the five countries as Portugal's customer, a 
position normally held by Cape Verde. 


Also with regard to Guines-Bissau, as unfortunately in the case of Sao Tome, 
there is the serious problem of so-called "delays in payment for trade,” 
which, in the case of thoge two countries, exceeds $20 million. 


Sao Tome e Principe: In 1982, Portuguese trade relations did not improve. 

The trade balance in our favor was reduced between 1981 and 1982 from 700,000 

tc 265,00C contos, and this was due especially to a drop in exports. Fundamental 
reason: Sao Tome's purchasing power was decreased due to the low internat ior.al 
quotation for cacao--its principal and almost only export product--and this led 
the Sao Tomian authorities to cancel sizeable orders previously placed by 


Portuguese companies. 


Angola: Compared with the 1961 results, those of 1982 were also not very 
spectacular (the 1982 balance was less than 40 percent of that incurred in 
1981), and this was due to the fact that the Angolan authorities decided to 
apply highly restrictive measures to iaj\orts (cf. deterioration in income 
from ofl sales and military expenditures), which caused Portuguese exports to 
be reduced by half while imports from Angola doubled. As in the case of 
Mozambique, the sectors most affected were textiles and footwear. 


Mozambique: In this case, our trade relations were particularly favorable last 
year. In fact, the positive balance of 1981 was multiplied in 1962 by abcut 4 
and 1/2 times, explained especially by a substantial increase in Portuguese 
exports (which more than doubled), particularly in the case of fertilizers, 
{ron and its intermediate products and transportation equipment; and this 
occurred despite a considerable decrease in the export of textiles, as 
previously mentioned in che case of Angola. 


The financing formula for Portuguese exports is multiple in nature, consisting 
basically of export credits, tnanks to financial agreements made betweer the 
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respective central banks, and, as in the case of Mozambique, thanke to the 
opening of lines of credit by Portuguese barking institutions (Ceneral Depcasit 
Bank, Fonsecas and Burnay, Borges anc Irmao). Portugal also established 

trade agreements with the five African ccuntries which contain the important 
clause: “most favored nation.” 


Mutuazl [Interest 


Much more could be said; but we shall leave that for another time. We refer 
especially to detatled analyses on specific sutjects. However, in conclusion, 
we ghall not fail to mention future perspectives which are opening up with 
regard to the Portuguese-speaking African ccuntries: the extensive protect 

of the raleing of the Cambambe Dam in Angola; this can be seen in the future 
as a symbol of cooperation which we want to see strengthened as a matter of 
mutual interest. The financing of the project, which is expected to exceed 
$220 million, will be assured up to $75 million by a “financial syndicate” led 
by the National Development Bank and including 11 Portuguese banks and credit 
institutions. The rest will be financed by Argcla through salee of oil to 
Portugal, with shipments to begin at the end of this year. 


May this example yield good results. History and the economic recession 
impose certain conditions upon us. We must know how to cope with then. 
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ECONOMIC SPAIN 


DRAFT OUTLINES MID-TERM ECONOMIC POLICIES 
Madrid ABC in Spanish 1 Sep 83 p 45 
/article by C.M./ 


/Text/ Official financing in the coming years will be oriented toward new 
activities which may be able to shape the industry of the future, according to 

4 rough draft of the Intermediate Term Economic Program, to which this newspaper 
nas nhac access. This does not necessarily mean that assistance measures to 
sectors in the process of adjustment will be cut off for good. 


The draft, dealing with the methods which will be adopted by the government in 
order to encourage the investigation and development of our industry, suggests 
that privileged financing, doubtless one of the most effective instruments of 
promotion, will be oriented in the next 4-year period toward the strengthening 
of the industry of the future, which the public sector is committed to support. 
The other sectors, which may not be included in this line, will have to depend, 
as 4 yeneral rule, on such financing as the normal conditions of the marketplace 
may offer. Nevertheless, this does not mean that lines of credit earmarked for 
sectors which are at present in the process of adjustment, will disappear totally. 
But assistance will in any case be transitory. 


The regional level industrial promotion policy will be subordinated to this same 
purpose of promoting sectors oriented toward the future. Regional assistance 
Which may be granted will clearly discriminate in favor of enterprises in 
accordance with objectives which may be established. Some companies will not 
have the same advantages as others, since the sector to which they may belong 
will be strongly kept in mind in connection with the allocation of assistance. 


Also in the regional field, the administration will put into effect a change in 
the present structure in order to fit it into the norm of the community. In 
this respect the figure of the industrial polygon will be eliminated in order 
to become, according to the prototype CEE /European Economic Community/ large 
areas of expansion. 


In this connection the dialog which our country may be holding with the 
Community, could have great importance. An effort is to be made to have the 
entire national territory considered as eligible for assistance, as has been 
the case with Ireland, and, more concretely, within the GAEI it should be 
superior to the rest. 








This program of assistance would be completed by the Administration with a 
policy programmed in advance with respect to State purchases, and the conduct 
of public enterprises. It is a question of the public sector's setting up 
purchase plans which would permit the other sectors to know what the future 
demand will be, so that they would be able to formulate their plans for invest- 
ment and production sufficiently in advance. This policy can have special 
importance in the sectors of the future, which are intended to be advanced, 
such as the electronic sector. 


With respect to public enterprise, its role in the promotional effort should be 
carried out along three lines: by its investing activity in sectors of the 
future; by the capacity it possesses to draw up grand projects of investment 

and deve lopment--in harmony with other public organisms and private enterprises--; 
by the volume of its demand for "inputs," which can contribute to the development 
of new enterprises, since the medium size of these public enterprises is 
important. 


Finally, the Intermediate Term Economic Program--also known as the 4-Year Plan, 
will involve the creation of some framework of instrument of simple infrastruc- 
ture, such as a fund, institute or interministerial committee, which will have 
fixed, specific responsibilities in the tasks of promotion. Just as concerted 
action is called for in the field of regional policy, it is the same as regards 
sectoral policy. Through this organism it will be possible to monitor the 
coordinated channeling of resources from a variety of sources--budgets of 
investigation CDTI, public enterprises, official credit, subventions,--and the 
accomplishment of the objectives established by the respective plans. Based on 
the degree of such accomplishment, it would be possible to suggest another type 
of measures. 
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ECONOMIC SrALN 


CHAMBERS OF COMMERCE HEAD, CCOO LEADER ON 4-YEAR PLAN 
Madrid YA in Spanish 1 Sep 83 p 20 


/Text/ "The 4-Year Plan is the last opportunity remaining for the Spanish 
economy before tuning to the International Monetary Fund, which, in exchange 

for credits, will {mpose upon us a real austerity program,” Jose Maria Figueras, 
president of the Higher Council of Chambers of Commerce of Spain, told EFE 
/Spanish Press Agency/. 


[In comparison with other years, certain macromagnitudes of our economy have not 
deteriorated so much; the "problem," he added, "is that we are reckoning from 
an extremely subtle reality, according to which not to advance actually con- 
stitutes a big .etback." 


For Figueras, the general state budgets for 1984, and the intermediate term 
program are the decisive "tests" of Spanish economic policy. "The government 
can claim," he said, "in a «orles of cases, such as Rumasa, the 1983 budgets, 
crisis of financial institutions, etc., that it inherited a difficult task, and 
practically everyone has given it the benefit of the doubt. But now they have 
to face the results of their own acts." 


"The key," says Figueras, “lies in the public deficit, but I fear that in this 
regard the government will now show sufficient resolve, because of political 
reasons.'' In his opinion, the most resolute gesture the government has made 
in this field is the decision not to install the hot rolling mill operation in 
Sagunto, "but adopting the decision as an isolated step meant the acceptance 
of unpopularity without using the occasion to explain to the country the 
absolute necessity for the measure." 


Concerning recent movements of the dollar, Jose Maria Figueras said that in 

the international financial community the general conviction exists that it is 
overvalued. "Nevertheless, this should not give rise to false illusions; if 

the Spanish economy is not positioned on a path of secure growth, the peseta 
will continue to lose ground, and not only against the dollar, but against all 
of those currencies whose economies are having greater success in the correction 
of basic imbalances." 


Concerning measures of assistance to external commerce, he said that "in this 
area there are more words than real measures. Spanish exporters have the 
impression, confirmed over and over again by the facts, that foreign competitors 
receive much more support from their respective governments.” 


12383 
CSO: 3548/495 


Wr 
OO 














POLITICAL EUROPEAN AFFAIRS 


ADLER VIEWS IMPACT FOR WEST OF ANDROPOV STRATEGY 

Paris LIBERATION in French 24, 25, 26 Aug 83 

[Article by Alexandre Adler: "The USSR on the Eve of a Hot Autum"] 
[24 Aug 83 p 14] 


[Text] Yuriy Andropov has successfully consolidated his 
position by holding simultaneously the titles of secretary 
of the party and president of the Soviet Union and by ap- 
pointing many of his own men to key positions. But on 

the eve of the deployment of U.S. missiles in Western 
Europe, he still has to come to an agreement with 
Chernenko and with Gromyko, the two important figures 

most strongly opposed to his policy. 


As soon as the summer ends, Western Europe will be facing political tension 
on a very large scale with the deployment of intermediate range American mis- 
siles. Many observers concur in thinking that the next few months will be 
marked by a real turning point in strategy. Of uppermost importance in this 
crisis are the policy of the USSR and the fate of its top leader, Yuriy 
Andropov. 


With Andropov's establishment as head of state at the end of June--after being 
appointed to the post of general secretary of the party 6 months earlier--the 
official process of Brezhnev's succession was completed. However, many con- 
Current signe contributed to maintain an element of uncertainty as to the 
stability of the new leadership: the relatively low number of personnel, 
especially in the Politburo where membership remains abnormally low; the in- 
consistency in the promised reforms and in the signs of conservatism (the 
most telling example being a remarkable slackening in the campaign to fight 
absenteeism and corruption which, in the space of a few months, has been re- 
duced to next to nothing) and, finally, the fact that quite contradictory 
policteswere being followed in the main theaters of operation of Soviet dip- 
lomacy (in particular toward China where a renewal of friendship seems to 

be a major concern of Andropov himself judging by the importance attached to 
that subject in recent selections from his speeches). 
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From the institutional viewpoint, these uncertainties have crystallized into 
a balance of bureaucratic forces and into the promotion or dismissal of per- 
sonalities whose career resumes follows a definite pattern. 


Points in Andropov's Favor 


If one makes an initial assessment of the situation in that sphere, one can 
see as points in Andropov's favor: 


The fact that he holds simultaneously the posts of party secretary and of 
president of the Soviet Union, something he achieved after a 6-month struggle. 


The promotion to the post of first deputy chairman of the government of his 
new ally, Khayder Aliyev of Azerbaijan, who was given the task of reorgani- 
izing the economy, a task since restricted to the transport sector. 


The appointment of several big technocrats, with whom he has very close ties, 
to various key technical ministries (trade, construction, industrial minis- 
tries). 


The promotion of several marshals including Akhromeyev, the father of the 
$S-20s program, who support his policy line. 


The dismissal of the official formerly in charge of the "cadres section” and 
his replacement by one of his own close assistants, and the creation of a new 
economic section headed by another of his loyal supporters. 


The fact that the KGB and the Ministry of Interior are again in the hands of 
two of his very close allies, Chebrikov and Fedorchuk, and that the terri- 
torial jurisdiction of the KGB armed forces has been extended to the entire 
national territory. And, finally, the militarization of the police and his 
control over it with the creation of a corps of political commissars inside 
the militia. 


Within the Soviet bloc there isa the strengthening of the general secretary's 
closest allies: Kader was able to advance on the road of reforms in Hungary; 
General Jaruzeleki withstood the attacks from the "Stalinist Right” and 
handled the pope's visit in a way that did him credit; finally, Honecker, 

who according to SPEIGEL escaped from a political assassination attempt on 
Christmas of 1982, has managed to maintain on course his policy of rapproche- 
ment with West Germany despite the fall of Helmut Schmidt. 


Domestic Opposition 


In the ideological sphere, the gains registered are moder* the rather re- 
markable rehabilitation of Kosygin who was quietly set aside during Brezhnev's 
rule; the reopening of the debate on economic reforms with very highly 

placed officials taking part in that debate; the rather discreet renabili- 
tation of Marshal Tukhachevsky, Stalin's main victim among the military; the 
quite strong offensive against Great Russian nationalism; the fact that 
expectation of becoming self-sufficient in the agricultural sphere have been 
abandoned, as dramatically indicated by the grain accord signed at the end 

of July with the United States. 
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In the foreign policy sphere, Andropov has managed to warm up considerably his 
relations with the Chinese leadership who did not hesitate to praise him in 
public, and crowned with success to make diplomatic overtures to the Nordic 
countries (proposal for a neutral Baltic Sea) to Yugoslavia, to Papandreou's 
Greece, and to moderate Arab countries (Egypt, Jordan, Iraq). Ties with Cuba 
and with Sandinist Nicaragua have become closer. Relations are good with the 
Vatican and with several large parties which are members of the Socialist 
International, the SPD in particular. The European Peace Movement has made 
spectacular gains thanks to a certain Soviet flexibility in variance with the 
heavy-handed attitude prevailing during Brezhnev's last years. The lack of 
news about developments in the war in Afghanistan has helped to lessen the 
external pressure on the USSR which has secured the goodwill of Pakistan and 
China, while in Afghanistan itself movements reminiscent of the FLN [National 
Liberation Front] dissidents in Algeria raise the prospect of the resistance 
becoming increasingly divided, a development which could help to obtain through 
guile what could not be consolidated by force. 


These results are not negligible but the neyative column remains impressive, 
go much so that it raises doubts as to the long-term stability of the new 
ruling team. 


The most significant indication of the existing state of affairs at the top 
level was observed during the end-of-June meetings to appoint Andropov to the 
post of head of state; the obviously supreme honor bestowed on the new general 
secretary was in fact accompanied by the elevation of the two personalities 
who are most strongly opposed to his policies--Chernenko and Gromyko. The 
first, who was the second most important figure in the party before Brezhnev's 
death, has kept and even increased his influence in the party Secretariat. 

In June, after a period of absence for health reasons which very much looked 
like a gort of strike, he was put in charge of relations with fraternal par- 
ties and was given control over the cultural sector, something which allowed 
him to launch a campaign against writers and to sponsor, from Kiev, Korneyev's 
antisemitic pamphlet which gives every indication of being an indirect attack 
on Andropov. At a loftier intellectual level, Gromyko as chief of diplomacy 
has personified the most conservative trends in the state apparatus curtailing, 
in particular, some specific initiatives of Andropov's diplomacy toward China 
Or toward Europe, supporting Vietnam or backing a number of initiatives such 
as the one by the weekly NEW TIMES which, with its attacks on the Polish Junta, 
was trying to create problems for the general secretaryof the party, or else, 
engaging in trifling polemics with the peace movement in the West. His pro- 
motion to the rank of first deputy chairman of the government, 2 months after 
Aliyev's promotion, gave every indication of being a setback for Andropov wihc 
by pushing his close associate intended to take out an option on the succes- 
sion of Tikhonov, a man in his seventies, at the head of the governmental 
machine. With Gromyko’s promotion, that move was blocked. The fact remains 
that the removal of Abrasimov, Gromyko's friend and Belorussian compatriot, 
from the post of ambassador to East Berlin is a setback for those who in 
Moscow are very suspicious of the dialogue with Germany. Yet Gromyko's posi- 
tion remains outwardly strong even though four major ambassadors--the ambas- 
sadors to Washington, Paris, West Berlin and East Berlin--are close associates 


of Andropov. 
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Taking Over the Brezhnev Apparatus 


The economic reforms under study are limited, for the time being, to a few 
marginal sectors of the apparatus. The unions, which saw their leadership 
brutally changed in February 1982, remain in the hands of the Brezhnev appara- 
tus and are dragging their feet in the matter of the announced reforms although 
the new law on workers’ rights, giving new powers to the collective production 
bodies, is intended to bypass them. Key posts such as head of the GOSPLAN 
(Baibakov) and head of the government (Tikhonov) remain in the hands of 
Brezhnev's men despite the advanced age of the incumbents. 


Most of the Politburo membership is still in the hands of Andropov's opponents. 
This conclusion, which can be reached by studying the biographical data on each 
member, is strongly supported by the lack of appointments to that body of new 
officials from the Andropov team who, normally, should have filled the vacan- 
cies created by deaths. 


In several instances this majority has made its presence felt in the form of 
ill-timed initiatives. The General Secretariat (members of the Politburo who 
set in the Secretariat), reduced from five to four members, also seems to be 
divided. While it is true that Romanov--the new official in charge of indus- 
trial policy who clearly opposed Brezhnev during the succession year when he 
allowed a satirical article against the former general secretary to be pub- 
lished in a Leningrad magazine for which he was responsible--remains without 
doubt a loyal ally of Andropov, there are still two other secretaries, Chernenko 
and Gorbachev, who are still in a position to counteract the authority of the 
top leader. 


Finally, several outside teams had openly worked against Andropov during the 
succession period: Zhivkov's Bulgaria--otherwise strongly compromised in the 
attempt to kill the pope--; Tsedenbal's Mongolia, which purged some cadres who 
supported the new Soviet policy of rapprochement with China, accusing them of 
"Maoism;" Ceaucescu's Romania worried over the increasing influence gained in 
Moscow by its traditional enemy Hungary, Husak's Czechoslovakia, still afraid 
of being forced to accept a local solution of the Kadar-type using some of 

the leaders of the Prague Spring such as Dubcek, Cernik or General Prochlik 

in coalition with some "moderate men” such as Strougal, the head of govern- 
ment. One is forced to note that after several very obvious initiatives by 
Andropov aimed at undermining the authority of these various local cliques, 
all these hostile rulers remain in their posts and, in the case of the Czech, 
he even dared to carry out genuine acts of insubordination which can only be 
explained in terms of the strong backing received froin Moscow (particuiarly in 
the matter of relations with the Catholic Church). 


Finally. at the head of the army, Marshal Ustinov, an old associate of Brezh- 
nev, seems to have established a policy of equilibrium which does not exclude 

a very marked difference of tome toward Andropov. Just recently, for instance, 
after Andropov had repeated to Chancellor Kohl that the present phase of ten- 
sion would not prevent a continuation of the Soviet-German dialogue, the de- 
fense minister issued a very strong warning, apparantly intended for the West, 
and one of the elements of this warning--"the rejection of a policy of appease- 
ment” similar to the policy followed by Stalin with Hitler from 1939 to 1941-- 
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concealed as a muffled criticiem of Stalin gave very much the tmpresston of 
being a criticism of those who, like Andropov, are counting on the peace 
movement to advance the policy of the USSR. 


When all is added up, one can say, using a Chinese type of quantitative termi- 
nology, that Andropov wins by approximately 52 percent. However, the lack of 
a stable institutional process makes this 52 percent far more precarious than, 
let us say, the same percentage attained by Mitterrand. 


(25 Aug 83 p 20) 


[Text] Om the eve of the deployment of Europmissiles in 
Europe, that part of the world is becoming the target 

of Soviet diplomacy. The two Germanys are the main drill 
ground. Andropov's purpose seems to be to isolate the 
Americans, among whom Reaganiem is said to be a "funda- 
mental trend." 


These purely political uncertainties are compounded by the shadows handing 
over Andropov's health. Irrespective of whether they are being used as a 
tactic or whether they are unable to stop the flow of reports, the nature of 
the physical ailments affecting the secretary general--there 1s talk of Parkin- 
son disease symptoms and kidney problems linked to diabetes--1s8 not kept 
secret in contrast with what happened for a certain time in the case of 
Brezhnev. Yet the paradox lies in the fact that by raising the hope among 

his adversaries that his term in power will be quite short, the fairly poor 
health of the secretary general is allowing him some breathing space. it 
diverts some of the intrigues mounted by his colleagues toward younger po- 
tential successors, in this case Romanov and Gorbachev, and strengthens 
Andropov's determination to put his stamp on events rapidly. (Quite obviously, 
he will make full use of the mandate with limited responsibility, which was 
given to him during the June Plenum, in every area where he has 4 margin 

of maneuverability. On the domestic front, and in the absence of a regular 
congress, the announcement that there will be general elections within the 
party indicates that a proper offensive is being mounted against the lower 
ranks of the Brezhnev apparatus following tactics similar to those used by 
Deng Xiaoping against Hua Kuofeng in China. 


But 1t 1s obviously in the area of foreign policy, private domain of the 
general secretary, that the strategic scope of the new policy of clearly 
discernible. 


Two notable visits in July, by Franz Joseph Strauss and by Georges Marchais, 
each prove in its own way the firm purpose behind Andropov's strategy. Furope, 
and secondarily China (where activity 1s momentarily at a standstill waiting 
for Weinberger's visit in September), have become the main targets of Soviet 
diplomacy. During these last few months, "well informed circles” in Moscow 

and more particularly the Institute of U.S. Studies of the Academy of Sciences, 
view Reaganiem "as a fundamental trend in American policy." The change of 
policy in favor of rearmament, and the monetary policy of the Federal Reserve 
Bank are developments which took place during the final year of the Carter 








administration. They will survive even a hypothetical defeat of the Republican 
administration next year. Therefore, and despite attempts to find 42 minimum 
level of coexistence with the United States--which have led to the signing 

of a compromise at the CSCE [Conference on Security and Cooperation in Europe} 
in Madrid, to the continuation of various negotiations, to the signing of the 
grain accord and, on the part of the Americans, to the lifting of sanctions 
against Poland--the underlying goal pursued by Moscow's diplomacy today is 

to separate Western Europe from the United States, using the increasing eco- 
nomic conflict on interests between the two shores of the Atlantic. That is 
the key which allows one to understand all the recent moves made by Andropov. 


An Agreement With the United States? 


In major international negotiations, the USSK has fostered the hopes of the 
peace movement by repeatedly making “concessions” which went far enough to 
inatigate a debate but not so far as to bring about an agreement with the 
United States. The signing of the Madrid Agreement obviously raised hopes of 
a resumption in the negotiations. I personally doubt that Moscow is in any 
hurry to come to an agreement with the United States. Such an agreement, 
consistent with the traditional diplomatic line of action followed by Gromyko, 
would slow down the growth of the German peace movement. By choosing in East 
Berlin the course of making concessions to the Lutheran Church and to civilian 
circles as shown by the dismissal of Abrasimov, Moscow has abandoned that 
traditional line of action which served to reinforce the power of the SED 
over a divided German state. For the first time in many years, Moscow used 
the word "Germans" to describe the citizens of both the FRG and GDR. The 
development of such a policy, stubbornly pursued by Andropov, presupposes 

that the Americans become isolated. One must add that in the same order of 
ideas Andropoy will use the autumn crisis to strengthen the socialist supra- 
nationality. The deployment of more missiles in the territory of his allies, 
the simultaneous holding of summit meetings by the Warsaw Pact and by the CEMA 
are all means of strengthening the cohesion of the bloc. The same purpose is 
obviously behind the overture to Germany which is taking place at the same 
time. Thus the announcement by the Hungarian Government that 1t was opening 
{te borders in July was preceded by Kadar's trip to Moscow. With that 
Andropoyv wanted to indicate that the Hungarian liberalization measures had 
been previously discussed in the Kremlin. 


The implementation of this policy creates some problems for the more dogmatic 
fraternal parties, the hostility of these parties to any intermediary forces 
having been widely used in the period when Suslov and his assistant, Ponomarev, 
had a free hand in matters relating to the international communist movement. 
Androvov then has initiated a change of direction: in Greece, the Communist 
Party? (KKE) under the leadership of Harilaos Plorakis opposes, sometimes 
mutedly and sometimes openly, the ruling Socialist Party of Andreas Papandrou. 


ee Oe - —_——_— 


i. Known as KKE-Exterior, it groups four-fifths of the communist voters as 
opposed to the Eurocommunist group called “of the Interior.” 











These tactics have even led the KKE into surprising alliances with the Right, 
in Cyprus as well as during the municipal elections. Therefore when the 

Creek Government signed an agreement with the United States on the problem of 
the bases, there seemed to be a good opportunity to launch an angry attack 
against "the socialist traitors." By explicitly expressing approval for 
Papandreou's wisdom, the Soviet Government dealt the KKE a stinging slap 

on the face. Andropov has thus condemmed the anti-socialist policy of Florakis 
and has started a crisis in Greek commnisn. 


And the EEC? 


Greece's turn to occupy the rotating presidency of the EEC, coming during 

the crucial time when Furomissiies are to be deployed in Europe, was in the 
view of the Kremlin, a more promising development than to engage in a dispute 
of secondary importance with a government which decidedly leans toward the 
East in all major international issues. but there is obviously more to it 
since, early this year, Andropov supported the return of the legendary General 
Markos to the country. Markos, who was military chief of the communist re- 
sistance, went to the USSR when the civil war failed in 1949. According to 
historian Dimitris Vlandas, Markos was arrested in 1950 and was reported to 
have died. Until 1956 he was kept under house arrest in the Urals and later 
in Pemza, in Central Russia, for many years. While he claims that he was 
accused of "Titoism” by the Stalinist party leadership, he rather seems to 
have been a victim of the campaign to eliminate Zhdanov's friends and support- 
€rs throughout the communist camp. Old Markos, a highly symbolic figure and 
first-class witness to the tragic history of Greek communism, seems to have 
the support of some factions in the Soviet apparatus. His return to Athens 
coincides with Andropov's pressure on Greek communists to force them to ac- 
cept a European strategy of cooperation with the Socialist International. 
Back in the early 1970's, the substitution of Kollyanis, an old Stalinist, by 
Florakis was a sign of Moscow's distrust toward the dogmatism of the Greek 
party. That issue has been raised again. 


[26 Aug 83 p 18] 


[Text] Yesterday Alexandre Adler described how the 
Andropov strategy toward the Europeans--to separate them 
from the Americans--implies calling to question again 
various "dogmatisms" in the communist parties of the 
West. A country, Finland, can be taken as a "model" of 
this new policy. 





The “Andropov style” in foreign policy first became particularly evident in 
Finland after the Soviet leader assumed control over relations with the fra- 
ternal parties on the death of Suslov. Since 1969 the Finnish party has been 
divided into a reformist majority faction and a neo-Stalinist minority faction. 
Andropov, formerly in charge of neighboring Karelia, knows Finland well and, 
apparently, he even speaks Finnish. The changes in the Soviet attitude 
toward that country are, therefore, very likely to hold great significance. 





l. On this subject one should read the article by I. Yannakis containing an 
interview with the Greek historian Dimitris Vlandas and published in the 
issue No 2 of the magazine COMMUNIST which offers masses of information 
and first-rate analyses in every one of its issues. 
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The election of a social democratic president, Mauno Kolvisto, was officially 
opposed by PRAVDA. 


That election finally brought about a most unusual split among Finnish com- 
munists, with the reformist majority voting with the socialists while the neo- 
Stalinist minority voted alongside the conservatives and centrists to support 
Moscow's candidate (the Agrarian Union candidate). This could have led to 

a split among communists in Finland similar to that which took place in 
neighboring Sweden in 1977. But no such thing happened. folvisto was soon 
accepted by the Soviet Union as a talking partner (after he went to Hungary 
on an official visit which signaled the reconciliation) and, suddenly, the 
neo-Stalinists were forced to accept a reorganization of the party leader-~ 
ship which limited their possibilities of expressing their views. In the in- 
terval, it ie true, Andropov had taken over Suslov's position in the party 
Secretariat. 


Thus a "Finnish model” for solving a crisis has emerged, and one can reason-~ 
ably assume, in view of where and when this happened, that Andropov is its 
originator. This Finnish model consists of seeking an agreement between 
teformists and dogmatics with the advantage going to the reformists on condi- 
tion that they will show greater respect for the strategic goals of the USSR. 
As stated by Vladim Zagladin, deputy head of the "capitalist foreitgn coun- 
tries” section, in an interview with the Italian daily LA REPUBLICA, in May 
1982, the CPSU can accept many innovations in internal matters providing that 
there is convergence on the problem of peace. 


Since Andropov came to power, the trend in France and in [Italy has been to 
geek that type of solution. It 1s true that even dogmatic officials such as 
Ponomarev recently expressed a much more radical policy openly criticizing 
the communists for taking part in the government. But the fact remains that 
an honorable compromise was found in the Italian Communist Party which al- 
lowed the pro-Soviet leader Armando Cossutta to save face and, what is more 
significant, there has been a realignment among the various leaders of the 
French Communist Party [PCF] since the beginning of 1963. In the PCF, and 
particulary at the 24th Congress of 1982, the debate dealt with the value of 
taking part in the government. The leaders most prominently loyal to the 
USSR (Plissonnier, Lajoinie, Hermier) had reservations, while the leaders 

who were behind the attempts to achieve a unitary and democratic reform 
(Fiterman, Paul Laurent) were more clearly optimistic. But the debate has 
been superseded since the first group now seems to have decidedly joined the 
gide of those who are in favor of taking part in the government. In this 
respect, the press conference held by Plissonnier last spring continues to 

be a highly astonishing event. By inviting the press to come to the “Auvergne 
Embasay” (undoubtedly the only embassy he frequents), the administrative 
secretary of the PCF was substantiating the idea that he alone represented a 
very specific trend of the collective leadership, something which is totally 
contrary to the concept of "democratic centralism."” When he came out very 
explicitly in favor of the PCF participating in the government, he was either 
stating a truism (because how could such an announcement be news if Plissonnier 
were really following the party line) or making a paradoxical statement which 
would indicate that he was not always in favor of it. 
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During that same period, rumors were circulating claiming that Charles Fiterman 
was going to be given increased responsibilities in the Secretariat to carry 
out reforms in the internal organization of the party. 


Compromise of the PCY 


If this is really true, it follows that we have here the Finnish pattern: ac- 
ceptance of Fiterman's pragmatism in the French sphere in return for which 

the PCF becomes more closely aligned with the Soviet theses on questions of 
international strategy. At the highest leadership level this compromise 
emerges in the form of joint management of the party by the two most opposed 
Wings in the Secretariat, the association of the dogmatics signifying a 
guarantee toward Moscow. This arrangement is, of course, mere hypothesis but 
{t could explain three different series of unusual developments. 


1) The PCP is now concentrating its attacks against she government on issues 
of international policy while maintaining a stance of solidarity and unfa‘'- 
ing moderation in some social spheres (the Talbot Affair) and in economic 
matters (the Delors Plan) where it would be easter to start a confrontation. 
Everything indicates that the PCF no longer wishes to make threats about leav- 
ing the government but wants to make use of its position in the power appara- 
tus to raise in a forceful manner the question of the Furomissiles, seeking 
many supporters within the Socialist Party (and obviously it has found some). 


2) It ie evident that a convergence of the two wings, which is what the USSR 
favors, would leave the "center" of the party exposed, a center headed by 

the unpredictable Ceorges Marchais who was confident of being able to cement 
the unity of the leadership group all by himself. He could be sacrificed in 
one way or another for the sake of this new arrangement. When in the fall of 
1982, there were various signs indicating that the strength of the secretary 
general was flagging (amoung other a strange editorial article by Etienne 
Fajon published in L'HUMANITE in September 1942), his counterattack was to 
publish a health report, to urge party members to show a spirit of rebellion 
and individual initiative toward the party leading bodies (the Central Commit- 
tee of October 1982) and, finally, to announce that there was a theoretical 
document reportedly calling for discussion within the party. No document 
(there wae talk of an essay on the subject of Jaures) has been published to 
this date. Marchais’ attacks on Delors, after the Central Committee had 
reiterated its support for the Mauroy government, seemed a blunder, and a 
communist minister, Marcel Rigout, did not hesitate to rectify these attacks 
in no uncertain terms. 


3) At the beginning of July 1983, Fitermar and Marchais had lunch at the 
Elysee. Even at this point no mention was made of the secretary general 
making a trip to Moscow. It is hard to understand wny that trip, planned 

for several months but with no specific date set for it, would have been con- 
cealed from the president of the republic. On the other hand, the trip of the 
secretary general of the PCF exactly coincided with the date set for Fiter- 
man's trip to Moscow and with the date on which the Order of the October 
Revolution was going to be presented to Plissonnier. The decision to cancel 
(or rather to postpone) Fiterman's visit was made in Paris, and not in Moscow. 











As for the Order of the October Revolution awarded to Plissionner, there is 
no indication that its reciplent may have gone to Moscow to receive it. 


Everything seems to indicate that Georges Marchais suddenly decided to recap- 
ture the political initiative within the collective leadership making a remark- 
able move with the Soviets, a move which, originally, was not expected so 

soon. (Marchais is the only secretary general of a communist party from the 
capitalist world to have visited Andropov twice within a single year). But 
Andropov's reaction was not encouraging for the leader of the PCF: Moscow 

did everything possible to indirectly indicate that Marchais was the petitioner 
in that visit. The publication during that visit of an article by Ponomarev, 
which 1s strongly critical of participation in the government, was quite humile 
tating. 


Visiting Andropov Twice in a Year 


TASS' refusal to take note of the rectifications made by Marchais on the final 
communique was yet another snub. Of course one could view all this as an 
orchestrated move intended to curtail in France the accusations of gervility 
toward the Soviet Union. This is what Marchais did at the beginning of 1980 
when he gave his unreserved endorsement to the invasion of Afghanistan while, 
at the same time, he came out in defense of the Czech dissident Vaclav Haval, 
although that defense became toned down soon afterwards. But in the present 
instance it is difficult to see the same thing happening because the specific 
French amendment, calling for general negotiations involving all European 
countries, 1s part and parcel of the Soviet proposals and even of the Soviet 
strategy since Andropov came to power. The only element which could, in a 
pinch, be construed as an attempt to keep his distance from Moscow is his 
observation about an excess of armaments implicitly referring to the USSR, 
but ig it not a fact that Andropov himself has taken some steps in that di- 
rection? 


But while French public opinion was quick to see through the misleading inform- 
ation, with the press unanimously acknowledging that Marchais’ visit amounted 
to an unconditional acceptance of the Soviet theses, on the other hand, the 
loss of prestige suffered by the secretary general who was unable to compe 1 
TASS to incorporate his two personal amendments to the communique, which had 
been prepared in advance, will no doubt have adverse consequences in terms of 
his image among the middle level cadres of the party and among his European 
counterparts. Andropov is not making Mitterrand'’s task any easier when he 
weakens the power of the secretary general of the French party and demands 
strict observence of the USSR's European strategy while, at the same time, 

he stops criticizing the participation in the government of France. He has 
cemented against the unity of the PCF, aided by the retreat of Soviet dogmas- 
tism and by the beginning of a compromise in Poland which renders his position 
less uncomfortable. From now on, the PCI’ asserts at the same time its good- 
will in the domestic sphere and its firm stance in the external sphere as 
confirmed by Marchais’ latest outburst, not very subtle as usual, inviting 

the head of state to act seriously. 








New Soviet Strategy anc Cermany 


This te a far cry from the pressures applied by the pro-Brezhnev group to 
keep to a minimus the alliance with the French socialists. Andropov pur- 
sues 4 strategic scheme of a different magnitude from which France cannot 
eacape. The task facing the president's majority will obviously be all the 
more difficult. 


But Germany is the country where the most spectacular developments of this 
new strategy have unfolded in a totally unexpected fashion. 


Since the 19th century, German unity has always been achieved without the 
Catholic Church and, more often than not, against its opposition. It has 
taken Franz Joseph Strauss, the man who personifies autonomist and reaction- 
ary Bavaria, many years to realize that the conglomerate of forces which he 
represents (regionalist, conservative and agrarian Catholics, refugees from 

the East) could never become a majority in Cermany. The purpose of the dea! 
made in the spring of 1982 between the FDP (Free Democratic Party] oi Genscher 
and Lambsdorff and the moderate wing of the CDU [Christian Democratic Union} 
--which was sponsored by the finanical tycoons Burda and Springer ae well as 
by the State Department--was to prevent the social democrats from continuing 
to be in charge of the government in the FRG during the most critical phase of 
deployment of the Zuromissiles. But Strauss, and not Schmidt, was the mijor 
victim in this plot which brought ebout the fall of the Center-Left parlia- 
mentary majority in the autumn of 1942. The Bavarian leader was sacrificed 
for the sake of the new alliance on grounds that he was an extremist. His 
reaction, that very autumn, brought in a new element: Strauss praised the 

SDP [Social Democratic Party of Germany], 4 party which “at least has a 
policy,” and directed his angry fire against the PDP, an inmoral party which 
hag nothing to offer to German democracy. ‘Kept out of the newly formed govern- 
ment headed by Kohl, Strauss then carried out an extraordinarily daring 
maneuver. He realized that the key to the office of chancellor is held by 

the GOR. The communists of East Berlin are the only people who can finally 
free him of hia image as a reactionary Papist and who can open for him the 
hearts of the north German Protestant voters who are naturally in favor of a 
reunification with their brothers in Saxony and Brandenburg. Meanwhile, 
Honecker--who with Andropov’s help, is gradually becoming free of the pres- 
sures brought upon him by the Stalinist majority in the Political Bureau of 
his party (the Axen-Naumann group)--18 seeking to pursue the dialogue between 
the two Germanys despite the fall of the SDP in the same way as Sadat tried to 
continue his undertaking even with the Likud Party after the Israeli Labor 
Party was defeated. This is what happened when the CDR was given a Suze credit 
guaranteed by the Bavarian Bank and negotiated by Strauss. The leader of the 
CSU [Christian Socialist Union] took away from his rival Kohl the trophy for 
diplomatic tact right as the later was preparing to go to Moscow. His visit 
to the GDR put the finishing touches on his new image as a conservative poli- 
tician willing to start a dialogue with the East. ‘“aturally this turnabout 

by Strauss cost him something: a small rebellious faction of the Bavarian 
CSU is splitting with the party and this 1s something which will not help him 


on a national scale. 











By proposing that West Cermany be given the right to veto the use of American 
Furomissiles deployed in the territory of the PRG, Strauss has opened possi- 
b' lity of integration with the moderate wing of the peace movement. A change 
of this magnitude brings to mind the occasion, 60 years ago, when the promi- 
nent conservative politician Custav Stresemann decided to support the Consti- 
tution of the Weimar Republic making it possible to form the big SED coalicion 
of the moderate Right which initiated a policy of detente with France and 
brought stability to Germany, at least for a certain time. A joint initiative 
by Strauss and by the former burgomaster of Munich, Vogel, current leader of 
the SDP could, in a few years’ time, start with the USSR a discussion of funda- 
mental importance for the future of Europe. These are the guiding factors 
behind the Soviet Union's European policy today. 
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POLITICAL EUROPEAN AFFAIRS 


NORDIC COVERNMENTS COOL TO SWEDEN'S FRONT-LINE STATES SUPPORT 
Oslo AFTENPOSTEN in Norwegian 1 Sep 83 p 8 


[Article by APTENPOSTEN Correspondent Morten Fyhn: ‘Swedish Solo Play on 
Poor Ground Among Scandinavian Foreign Affairs Ministers" ] 


[Text] Stockholm, 31 August. 


The other Scandinavian countries are openly skeptical about a Swedish pro- 
posal for a special meeting with the so-called front-line states in southern 
Africa. Om the other hand there is broad agreement about opposing South 
Africa's receiving more loans from the International Monetary Fund. 


According to what AFTENPOSTEN has learned, these viewpoints, among others, 
will be presented at the regular Scandinavian foreign affairs ministers’ 
meeting in Stockholm on Monday and Tuesday. The traditional Scandinavian 
foreign affairs policy cooperation continues to be very good in spite of the 
fact that in recent times solo plays have been made which do not always fall 
on good ground with the others. 


The Swedish front-line state proposal is such a play. Under the Palme admini- 
stration Sweden has represented itself openly both with its proposal for a 
nuclear-free corridor in Central Europe and in its view on a nuclear-free 
zone in Scandinavia. Norway and Denmark have said several times that for 

the time being they will not support the proposals and will repeat this if 
Sweden's Lennart Bodstrém presents the proposals again. But during the pre- 
parations for the Scandinavian meeting no special activity has been displayed 
on the part of Sweden with regard to either the corridor or the zone. Not 
least in Norway, one is of the opinion that several of the Swedish plays are 
to be regarded as an expression of a need for a clear definition of domestic 
policy. 


The Scandinavian countries have for the longest time received good contact 
with the front-line states in the UN. The other Scandinavian countries 
doubt that it will do any good for Sweden to want a separate meeting with 
these states in Stockholm. They are also afraid that such a meeting can 
create unrealistic expectations of concrete results. 
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Especially in Sweden sharp criticlam was directed at the fact that the 
Scandinavian representative of the International Monetary Fund some time ago 
did not vote against granting a larger lean to South Africa, The result of 
this criticism now appears to be that Scandinavia in reality will hereafter 
oppose new loans if the question arises. 


The authorization of UNIFIL ferces in Lebanon runs out in October, Their 
future 1s now uncertain because of the very tense situation in the country. 
[In APTENPOSTEN's understanding, today there is quite open Scandinavian skep- 
ticiam about continuing to maintain soldiers in Lebanon. But it is not 
apropos to untlaterally vote to send soldiers home, as the Netherlands has 
done. 


Foreign affairs ministers from Pinland, Sweden and Norway are on Thursday 
traveling directly from Stockholm to Madrid, where the European security 
conference can be formally concluded. But the other 34 nations will probably 
come up with a formula which makes it so that the process continues as de- 
aired. 


Foreign Affairs Minister Svenn Stray will meet his NATO colleagues in a 
separate meeting in Madrid. Separate meetings with foreign affairs ministers 
of other countries can also arise. Finland’s Paavo Vayrynen, for example, 

{s planning to talk with both the USA's and Soviet Union's foreign affairs 
ministers. 


A result of the Central European Security Conference is that Sweden will be 


host to a separate arms reduction conference in Stockholm starting in January. 


In this connection, big changes have been made among diptom:ts in the UD 
(Poreign Affairs Ministry]. SVENSKA DACBLADET claims that deliberate exten- 
sive party politics are in progress in the ministry, and especially in the 
department which has responsibility for arms reduction matters. Declared 
Social Democrats have taken over the leading positions so that the UD is 
dominated by politically loyal people, the newspaper claims. 
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POLITICAL FRANCE 


PSF PRE-CONGRESS MOTIONS ON A-B-C, CERES, ORTHODOX ROCARDIANS 
Paris LIBERATION in French 12 Sep 83 pp 10-11 
[Article: "The Three Motions of the Socialist Congress of Bourg-en-Bresse"|] 


(Text] At the conclusion of the meeting of the Steering 
Committee of the PS this weekend, three motions remain in 
contention for the congress to be held at the end of Octo- 
ber. Motion No 1: the former A, B, C factions; motion No 2: 
CERES [Center for (Socialist) Studies, Research and Educa- 
tion]; and motion No 3: the orthodox Rocardians. They di- 
verge on many points relating to economic policy and to the 
international questions. 


Between now and the Bourg-en-Bresse congress on 28, 29 and 
30 October, the Socialists are going to have to debate and 
vote on three motions. We excerpt and present here the 
main elements of them, grouped under subject headings that 
will doubtlessly constitute most of the stumbling-blocks in 
the debate. To facilitate reading, the motions have been 
assigned numbers. 


Motion No | is the one resulting from the merger of the 
former factions A (Mitterrandists), B (Mauroyists) and C 
(Rocardians). Written by Lionel Jospin, this text of some 
60 pages, entitled "To Make the Changeover Succeed," differs 
very little from the contribution submitted by the first 
secretary of the PS before the vacation period. The pas- 
sages published here are from the initial version presented 
at the meeting of the Resolutions Commission of the Steer- 
ing Committee this past weekend. in the course of the com- 
mission meeting, the ''Rocardians" obtained several changes 
otf form, but this changes nothing fundamental. 


Motion No 2 is that of the CERES. It recapitulates in some 
30 pages the major ideas expressed by Jean-Pierre Chevene- 

ment in his interview in the monthly ENJEU (see LIBERATION 

or 31 August 1983). This motion contains 41 proposals "for 
success." 
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Motion No 3, entitled "Regaining the Political Initiative 
by Good Use of Rigor,” is due to the initiative of Marie- 
Noelle Lieneman, Alain Richard and Jean-Pierre Worms, form- 
er members of the C faction. 

In the course of the Kesolutions Commission meeting, they 
presented eight amendments to Lionel Jospin'’s text, all of 
which were rejected. They therefore decided to stick with 
their own motion, of some 40 pages, which is very close to 
the theses of the CFDT. 


Changeover and Crisis 


Motion No |: ...No part of the world is escaping the crisis.... The aggrava- 
tion of the world crisis, which is evidenced quite clearly by, for example, 
the very rapid growth of unemployment in the FRG, and the weaknesses of the 
French productive apparatus, have forced us to bend our policy. The route may 
be modified. But this does not at all mean that our objectives, our points of 
reference or our values should be altered.... 


We have not, of course, changed policy, but reality may lead us not to develop 
our action in a linear and uniform manner during the 7-year term. The aggra- 

vation of the crisis in the world, the deflationary policies of our neighbors, 
are forcing us to build our forces in a different way; this imposes phases of 

consolidation following phases of considerable progress.... Without a4 return 

to external equilibrium between now and the end of 1984, our country would run 
the risk of seeing an economic policy contrary to the Proposal of the left im- 
posed on it. 


Motion No 2: ...What good would it do to change heads if what is in the heads 
does not change? One can see today how the ambient culture, compounded of de- 
politicization and scepticism toward any collective ideal, is an obstacle to 
change. The Socialist Proposal's diagnosis remains valid. "Neoliberalism’ 
became the dominant ideology in the course of the 1970's. Demouncing any ef- 
fort at overall comprehension as the first step on the road to totalitarian- 
ism, it is a stumbling-block in the way of any awareness of social dynamics, 


which are necessarily overall ones. 


With a fallback into the private sphere, the cult of individuality, praise of 
narcissism, the "recentering"” mentality dear to the advertising people--the 
values conveyed by this ideology cloud the sense of collective action.... If 
this neoliberalism--of which Giscardian advanced liberalism was only 4 variant 
-~-can be considered a crisis ideology, it is for a very simple reason: by 
preaching resignation, diversion of collective commitment and withdrawal into 
micropowers, it leaves the field open, on the world level, for the big maneu- 
vers of the multinationals and the superpowers. It opens the way to 4 return 
of a fascist-leaning far right exploiting to its advantage--and in popular 
circles too--the racism and insecurity that are linked to unemployment.... 


Motion No 3: ...The “crisis” that is developing everyvhere should oblige us to 
attach ourselves more resolutely to certain traditional blockages of French 


KA 
y/ 











society, in the absence of an aggravation of the injustices. For the Social!l- 


ists, the crisis must not be suffered passively. The necessary financial rig- 
or and the efforts to revive the economy should not be conceived of as a "bit- 
ter pill’ to be swallowed, as a parenthesis; it runs the risk of being as long 


a8 4 pause” in our policy of social transformation. Rigor can and should be 
usec 48 a lever for social change.... 


Gooc use of the rigor consists in using it as a means for responding to an im- 
mense unsatisfied aspiration to live in a different way, an immense source of 
creativity, of formidable latent energies for liberating the citizen and en- 
tering into the world of tomorrow at full tilt: different relationships of 
labor, a different concept of work time and free time, different mechanisms of 
$ocial Solidarity and of solidarity among the generations, different relation- 
Ships between men and women, different relationships between services and us- 
ers, different relationships between producers and consumers.... 


Employment 


Motion No 1: In the long run, there is no response to the problem of emp loy- 
ment that is not dependent on 4 resumption of growth. Thus the international 
environment, as well as the narrowness of the room available to us for maneu- 
ver, permit one to think that in the short term, other measures will have to 
be taken in favor of employment. We note that the debate about work time 
should be taken up again while keeping it in mind that in the course of the 
Ninth Plan, weak growth would be insufficient for bringing down unemploy- 
ment.... 


Motion No 2: ...imployment...must remain the priority of priorities because we 
nave been elected to combat unemployment effectively, because we will be 
judged by the French in 1986 above all on our ability first to contain it, 
then to roll it back. Let us say it clearly: there is no durable solution to 
the problem of employment--employment of young people first of all...if eco- 
nomic activity does not progress at a satisfactory rate. To make the choice 
of economic growth is to make the choice for youth, for creativity in society, 
for our capacity to mark out the future.... 


[he Liberal diagnosis--that France is living beyond its means--leads to com- 
pressing the expenditures and the buying power on which they are founded. But 
Geflation enters into the spiral of impoverishment and dependency; the shrink- 
age of the outlets causes contraction of the national supply, prolongs the 
stagnation of investment and aggravates underemployment.... It is necessary 
to produce more and better.... 


Motion No 3: More than any other social problem, unemployment calis on the So- 
cialists. Thus they must have the courage to tackle it in all clarity, in all 
‘rankness, cards aboveboard. One cannot hope to reduce unemployment in a sig- 
nificant way without @ new division of labor. Any effort at economic recovery 
and revival presupposes first of ail, in effect, investments in productivity 

in order to recover the competitiveness of our enterprises. Modernization of 
our production apparatus therefore will not--at least initially--create jobs. 
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[tc is necessary to explain to the French--who, for that matter, already feel 
it intuitively--that more work hours on the whole will not be made available 
tomorrow, and that rather than draw upon the gains in work, by means of levies 
and taxation, with which to pay the unemployed, it is necessary to share both 
work and the earnings from work better.... 


Protectionism 


Motion No 1: ...Protectionism is a slow and fatal poison if it entails with- 

drawal into oneself, Malthusianism and factitious comfort. Free exchange is 

harmful when it enables the richest to impose themselves on the others, when 

it is used for ensuring the domination of certain countries, when it facili- 

tates the transmission of aberrant fluctuations. Exchanges must therefore be 
organized. We should also carry on an importation policy that makes it pos- 

sible to balance the trade relations with our partners again and even to aim 

for a surplus, to pay the burden of external debts.... 


We have no reason to suffer the limitations imposed on us by our trading part- 
ners without reacting, but we do not have to go beyond that.... It is in con- 
frontation with other countries that our industry will find the stimulants en- 
abling it to regain the competitiveness lost over the last 10 years.... 


Motion No 2: After explaining that it is necessary to give "muscle" to domes- 
tic demand by means of “effective and modulated support of buying power, the 
CERES adds: Not to temporarily restrain external supply is to expose oneself 

to the disappointments of the minirecovery of 1981, which, because it was not 
accompanied by measures to start a reconquest of the domestic market, stimu- 

lated foreign supply more than it did the French enterprises.... A more of- 

fensive exchange policy would correspond to the long-term interest of our in- 
dustry. While the effects of a dynamic industrial policy are awaited, an im- 
portation policy should be established.... 


There is nothing to prevent the taking of measures to limit the external de- 
ficit temporarily (for example, prior depositing for importation, safeguard 
clauses authorized by the treaty of Rome) that would be removed in accordance 
with the improvement in our trade balance, sustained by the revival of our in- 
dustry.... 


Motion No 3: The building of an economic "Maginot line” (or an "Atlantic 
wall") would give best results only on the military level; and growth dis- 
tinctly stronger than that of the other industrial countries and artificially 
caused (overevaluation of the franc, withdrawal from the PMS [European Mone- 
tary System), temporary protective measures at the borders) would in the long 
run increase the fragility and dependence of our economy in the face of an in- 


ternational competition that cannot be escaped for long.... 
Social Protection 
Motion No 1: Financing of it must be based on national solidarity and not on 


the distinction, suggested by the right, between the assistance reserved to 
the rich and the insurance that is permitted only to the wealthiest. On con- 
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jition that if if carried on in paral lel with a democratization of azation, 
" a | f ‘ 
subjection of tf ani ly @.:iowances and of @ part of social Securit Y , ZATION 


represents progress toward yreater justice. 


Motion No 2: A great tripartite national neyvotiation involving the 
ne income-formation and price mechanisms--and therefore, of course, the so 
La4i~protection mechanisms--should be organized in order to establish the 
principles and instruments of a policy om distribution.” It is not up to us 
to prejudge the results of sbuch a neyotiation~-unprecedented, but in line with 
the real stakes. [t i6 clear today that taxation, social transfers, the 


harges vorne by the enterprises, wage income--all those burning topics-<can 
oe Geait with oniy in an integrated manner It 19 necessary to Stop playing 
the game in which everyone tries to foist the burden of the deficits off onto 
someone else.... Ail the analyses show that more can be asked from the biy 


nonwage incomes and from the standing fortunes. 


Motion No 3. ...The active and egwere solidarity that the mutualist grincipse 
wanted to develop is yielding more and more to @ system of “rights” and of 
anonymous rules managed by vast social bureaucracies. The automatic character 
of the granting of benefits, often criticized because it encourages certain 
abuses, also contributes to freeing the beneficiaries of responsidility. 


Hasn't the time come to seek the means for anew individual responsibility in 
ollective solidarity and for greater personalization of the benefits? (Here 
the ‘orthodox’ 
Zie against medicalization of society and against the major social scourzes 

alcoholism, excessive speed on the roads, etc--a redefinition of the hospital 


function, etc). 


, , 


Rocardians sugyest three routes: division of labor, the struy 


bast-west Kelations and Atlanticiam 


Motion No | .. Being faithful to the Atlantic Allience does not mean practic 
ing Atianticism. The specific nature of the Western alliance is that it is as 
a4iltiance of free peoples Let us retain all our freedom of judgment and a 
fiom in transatlantic relations, while at the same time having a sense of cur 
responsibilities.... We have come out of the era of illusions as regards de 
tente But if is not a matter of rejecting every idea of detente. I[t isa 


matter of carrying on an active policy vis-a-vis East Europe without complica- 
tions or complacency 

Motion No 2. An enhanced role for France in the world depends also on a bette 
pomwifioning on the Fast-west axis, because we believe that the problems of de- 
J@.,opment are the Pprincipai Challenge to which humanity mu st respona, and we 
annot accept seeing them reduced to the confrontation of the United State 

and the Soviet Union [f this poses to us a@ problem of security in Europe and 
represents @ model of society that we have always rejected, it does not follow 
that we have to deal with ali the problems through the distorting prism of 
anti-~Sovietiam. The proximity of the USSK should not make us fall into com- 
piete dependence on the United States, which is tending to transform the At 


Lanti Aliiance, whose field of Appiication and whose oblivations are neve! 


theless strictly delimited by the treaties, into a hegemony pure and sir 
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France, the Third World and Africa 


, 
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Motion No | The Socialist Party has full solidarity with the liberation 
struggles of the Thrid World and with the powerful impetus toward na 
emancipation that underlies them. But we do not idealize the Third world, and 
we do not at all prohibit evaluation of our solidarity in the light of our 
principles, social justice, democracy, liberties. Democracy 18 not a luxury 
for wealthy countries. It is indispensable for all peoples.. 
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The considerable increase in the financial aid that we are contributing for 
the survival of the states (in Africa) is working to the detriment of invest- 
ments and @ real development policy.... France could not allow Chad to disap- 
pear Out of respect for its agreements with the Chadian state, France has 
taken action, but its reaction has been characterized by firmness and wisdom. 
The 7S is hostile to the war, but also to the partition of Chad.... 


Motion No 2: With regard to the Third World, it is important for France to de- 
velop further its relations with the countries of Latin America and Asia. 

Thus it would be advisable to use our aid better in order to make it more ef- 
fective politically and economically. In Africa, which contains many of the 
least-advanced countries, France, far from keeping up illusions and reflexes 
of another day, will favor the trends that arise in a progressive direction, 
Without presuming to substitute itself for them.... 


Motion No 3: We must again start thinking about and discussing the pr 
hunger in the world. In the long run, it is in fact just as explosi 
lem--even more so--than the political tensions currently to be se 
regions of the world. 


de must also incorporate nuclear proliferation--a permanent risk to the peace 
and equilidrium of the world--into our geopolitical analysis. It constitutes 
a heavy threat that can make the conflicts multiplying coday (Central Africa, 
“Middle Ease, Asia, Central America and Latin America) even more critical, de- 
stabilizing and inhuman. 


Tne Party @ Koie 


Motion No 1 ...Some have viewed the Socialist Party as a “vertical apparat- 
16, tar-removed from the aspirations of society and functioning in 4 vacuum 
de state clearly that this is not the opinion of rhe Signator es of this text 
(gee the final subsection of this article). Our ty 18 a party of synthesis 
and not @ party of ideological monopoly or series vity.... In this spirit, 

ny anti-Marxist offensive (for example, on the question of human rights 


, 
which authentic Marxists defend 46 much a8 others do) must be rejected. No 
ideological faction may impose itself on the others.... The iali 
which does not date its birth from 10 May, does not view its horizon as limit- 
ed to the 7-year term. [ts mission is to work out 4a correct i flow 
tween day-to-day matters end the medium term. 


Motion No Zz: The party does not constitute the government, and it is not up 
--* ‘ « - « ‘ 
to the party to dictate its conduct.... The party therefore has less the task 














of monitoring the government than of going ahead of it to light the way. 

ff the party 16 in charge of 4 ministry, it is not the 16th ministry of the 
Mauroy Ill government, nor that of a government of grumbling, still less that 
of a government of beatitude, but resolutely that of a government of offen- 


Sive. 


A more effective and ambitious party would fulfill better its role as a driv- 
ing force in the majority. The necessary expansion of the majority should not 
be Drought about by putting things in jeopardy but rather by consolidation of 
the things gained. The union of the left is the historic nucleus of the popu- 
lac rally In particular, introduction of the proportional principle into the 
manner of legislative voting will have to be done without breaking the elec- 
tora. solidarity of the parties of the majority.... 


Motion No 3: It i6 correct to call for the building of a mass party, which 
cleatiy implies taking the appropriate means in the daily practice of our sec- 
tions, not repelling those who sympathize with the left, who expect to fiid a 


party open to debate and action, and not a sect turned inward on its esoteric 
quarrels This objective is incompatible with the strengthening of hierarch- 


ical and professionalized apparatuses, to the detriment of affirmation of the 
imitiatives of the militants.... 





The Eight Undesirable Amendments of the Orthodox Rocardians 


Betore the Resolutions Commission of the Steering Committee of the PS, in 
Salle Colbert in the National Assembly on Saturday evening, Alain Kichard, 
Marie-Noelle Lienemann and Jean-Pierre Worms presented eight amendments of Mo- 
tion No 1 They were all rejected, and the Rocardians of strict obedience 
then voted with the members of faction 1 (A and B). They therefore decided 

to stick with their own motion. Here are the eight amendments in question: 


1) Analysis of the crisis-- "This is a moment in history when all the social 
relationships that the party must study objectively, freeing itself from rou- 
tine thinking such as an ineffective Keynesianism or a Marxism so simplified 
that it becomes a mere summary of Marxism, are being profoundly modified...." 
<) On good use of rigor--'The necessary financial rigor and the efforts for 
the recovery of the economy must not be conceived of as a ‘bitter pill,’ a 
‘parenthesis’ (it runs the risk of being a long one), as a ‘pause’ in our pol- 
icy of social transformation. Rigor can and must be used as a lever for 


4 


-hange. 


$, Protectionism--It “is an economic impasse" and "brings with it a new surge 
of inflation and a tar more lasting drop in buying power...." 


%) Sharing of work--"A Significant reduction of unemployment cannot be hoped 
Y 
for without 4 new sharing of work...." 


5) Social protection--"It is necessary to attack the mechanisms of ' automatic 
expenditure,’ which are incoherent with the principle of management of this 








sector by those elected by the wage-earners. Such management cannot be iimit- 
ed to a mere bookkeeping task, and should truly guide the expenditures.... 


6) National education--"A fight based exclusively on the granting of addition 
al means must be rejected." 


7) A changeover negotiated and run from the rank and file. 
8) An open and democratic party--'While a party molded by a long history of 


opposition has a tendency to make itself into a fortress under siege, 4 party 
of government must have the boldness to open itself up to society.” 





The "Vertical Apparatuses" Are Holding Up Well 


Of the amendments to Motion No 1 presented by the Rocardians Gerard Fuchs, Mi- 
chel de la Fourniere and Robert Chapuis, a good 30 were accepted by the nego- 
tiators of the former A and B factions. For the most part, they involve mat- 
ters of form and specific details on importation policy, employment, reduction 
of work time and the European problems. None changes the structure of the 
text. It is true that in the view of Michel de la Fourniere, he and his 
friends saw only "convergences, and no divergence,’ in Motion No l. 


Nevertheless, they are said to have appreciated the fact that the passage con- 
cerning the "vertical apparatuses" was shortened. True, the attack aimed at 
Michel Rocard is explicit. Robert Chapuis explained in particular that the 
minister of agriculture'’s remarks to L' EXPANSION were not to be seen 48 an at~ 
tack against the PS. And that if there were a "crisis" of the vertical appa- 
ratuses, it involved rather the Church or certain trade unions. He therefore 
proposed a new formulation, rejected without its even being judged necessary 
to vote on it. In reporting a little later on the proceedings of the Kesolu- 
tions Commission meeting, Jean-Paul Bachy (former faction A) did not fail at 
that time to explain to the Socialist militants that he and his friends con- 
sidered this subject "a fundamental problem.” 


11267 
CSO: 3519/626 











POLITICAL FKANCE 


POF PRE-CONGRESS POWER-BALANCING OF JOSPIN, CERES, KICHARD 


Paris LIBERATION in French 12 Sep 83 p 9 


(Article by Gilles Bresson: "PS: Lionel Jospin Occupies the Center’! 


\Text| There will be three motions before the Bourg-en- 
Sresse congress of the PS after this past weekend's Steering 
Committee meeting at which Lionel Jospin, the first secre- 
tary, imposed his analyses and his concepts on a vast cen- 
tral gathering bringing together the former A, 2 and C fac- 
tions. 


[f you like strong sensations, don't bother. There was neither suspense nor 
surprise, still less any brawling, at this past weekend's meeting of the So- 
cialist Party's overall Steering Committee. In short--as Lionel Jospin de- 
sired--no “drift” at all. The bearing is marked out, known. And onward to 
the Bourg-en~Bresse congress, where the militants will have to decide among 
three motions: that of faction 1, which groups the former A and 8 factions, 
plus the Rocardians (faction C); as for the CERES [Center for (Socialist) Re- 
search, Studies and Education) and the neo-Rocardians who have rallied around 
Alain Richard, Marie-Nelle Lienemann and Jean-Pierre Worms, they will each 
present their own motions. It is up to the congress now to see whether a 
synthesis of them, such as was not made on Saturday evening, is possible. 
Meanwhile, there will be debate. The tone of it is set: it will be calm. At 
least everyone worked at calmness over the weekend. 


Onto this first outcome was grafted a second, at the conclusion of the meeting 
of the Resolutions Committee, in which the CERES did not tske part in the dis- 
cussion or in the voting, and for a good reason, its text having been rejected 
49 4 Dasis for reflection. An agreement was reached among the leaders of the 
A-B-C faction on the relationships of forces in the PS. Here again, no sur- 
prises. The ones that came out of the Valence congress were adopted again 

The Rocardians, who saw themselves shaved down by 5 percent at that time, 
would have liked @ bonus this year, as a pledge of their governmental Support. 
Such i mot the case. Furthermore, they agreed to have the score of the ex-Ro- 
cardian minorities deducted trom their future representation within the par- 
ty's leadership organs if those minorities get more than 5 percent on their 
motion. With @ rejection on their part, the entirety of the national agree- 
ment would be placed in jeopardy, Lionel Jospin warned. 











But one should not stop with the formal aspect of this Steering Committee 


meeting In effect, it marks a date: that of Lione 
on the PS. Valence was not his congress. Sourg-en-tresse is, No doubt about 
it Saturday morning, first of all, he established his position as the tirst 
secretary of the PS. In listening to him, the Socialist leaders did not need 
any textual analysis to be aware of this. And in presenting himself as the 
me who is keeping the PS on course, in line with his faction's motion, in 
pointing out that it 18 on the basis of that motion and no other that 4 syn- 
thesis can be achieved, that it is by means of it and it alone that the PS 


will not drift, Lionel Jospin imposed himself. On the party, but also on his 


. 
1 
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lange , yet erir . ¢ 
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yan faction. He made it clearly understood that if it “anchored” itself in 
faction A, ‘in him and not in the others,” it would have its own freedom of 


maneuver ‘I seek my truth in myself and not in the others,” he warned. in 
ceing first secretary yesterday because he was named by Francis Mitter- 
rand, he can be first secretary tomorrow because he can impose his own con- 
ept. Something else to be noted: he did not fail, on Saturday, to stress the 
first person, making it clear that it was he who, against wind and tide, stuck 
to the position that the congress be held at the date established by the by- 
laws and not at the earlier date proposed by Jean Poperen, and that it was he 
who proposed the synthesis with faction B: "I found that the other text was 


very close to ours. 


Normal In contrast to Francois Mitterrand, he cannot impose himself by means 
»f a charismatic power. His only power rests on a broadening of his base. 

It must De as broad as possible. In an initial phase, he made a point of 
avoiding any schism within his own faction, which is what his contribution-- 
the framework of the faction-1 motion presented to the Steering Committee on 
Saturday--is aimed at. He judges that text to be “balanced and coherent. [n 
our judgment, it can rally the party. It is the basis for any synthesis; and 
in any case, we wrote it with that in mind." Which is granted also by both 
the Rocardians and the neo-Rocardians. Furthermore, Alain Kichard acknow- 
dged that a future synthesis is possible because of “many essential points 
of agreement''--in particular, "any development relative to international eco- 
nomic policy.’ This point of view is shared also by the CERES. There is also 
--and this is “essential” in the view of the Val d'Oise deputy--"the affirma- 

ion of support for the government and the fact that, if a different policy 

an be envisioned, we are, among other things, in agreement about discarding 
that other policy.’ This naturally irritates the friends of Jean-Pierre Chev- 
enement, who, however, hasten to cite other points of agreement. 


a 


In order to define them, Lionel Jospin means to clarify the criticisms that 
it him against the neo-Kocardians or the CERES. His tone, though it may be 


ironic, nevertheless refuses to burn the bridges--even if it i8 sometimes cap 
able of brandishing a threat. The motion presented by Marie-Neolle Lienemann 


and Alain Richard “is characterized by a super-sSupport for governmental action 
that would have to seduce us” if it were not ‘somewhat marginal, almost cari- 
caritural.” It “does not see itself” in that theory of crisis "that it is 


necessary to use as one's hair-shirt and discipline*® whose virtues are exalted 
\ ? 





* Alain Richard replies: ‘And since Jospin alludes to Moliere, quoting Tar- 


who asked that one ‘tighten one's hair-shirt with one's discipline,’ 
i could reply to him, in the same spirit, that the question in relati 

the disease that our economic system is suffering is whether we will have a 
response typical of Moliere'’s physician. 
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without meeseuring their heavy effect on people. [f "the other .eft exist 


we may have the vision of tne other left here But eince we are here iff tle 

No | position, there is a problem.’ 

dith the CERES? "There are many possible points of agreement, Out 4160 4 
ertaitc mber of illusions, a certain recourse to magical thinsing Merci 

less devaluation as the alpha and omega of our economic policy 18 @ little 

short-sighted and not very convenient’’--as is the temptation to 4 different 

policy All signs of “drift,” according to him. But with an appeal to the 


CERES. noting that the Mitterrandists have been “sensitive to the quaiity o! 


jour argument ’ 


wertures Lionel Jospin proposes some. But on his conditions. ‘lf ome | 
tens to Georges Sarre or Jean-Pierre Chevenement, he explained, the syn- 
fhegiée Wii. be Gone at the gress. If that is 60 certain, why not now: 
if not now, is it so certain?” And he adds, in conciusion: "There will not 
ny drift on the occasion of this congress. If faction © were never in the 


4 


synthesis and faction © was, there would be no drift, tor l believe very ceep- 


ly that 4% important as the position of the ones and of the others may 
there will be no drift if faction A--excuse me, faction l--does not cr 
In any case, it would be difficult to be less centrist. 











POLITICAL NORWAY 


YOTERS GIVE HIGH APPROVAL TO GOVERNMENT'S HANDLING PROBLEMS 
Oslo AFTENPOSTEN in Norwegian 3 Sep 83 p 3 


[Article by Morten Malmé: "Weekly Poll: Conservative Party Best in Almost 
Everything” | 


[Text] People are giving the Conservative Party the best score in a number of 
central areas--the war against inflation, foreign policy, defense policy and 
the economic policy in general. The largest government party is best suited 
to looking after such matters, those asked in a poll believe, but they have 
larger confidence in the Labor Party, among other things, as far as employ- 
ment is concerned. 


The weekly poll on parties and problems of the society was published in 
June, when about 1400 men and women over 15 years old were sought out by the 
Norwegian Gallup Institute'’s/Norwegian Market Data's interviewers to answer 
the following question: "Which political party do you think is best suited 
for taking care of the following matters or questions?” They were asked 
about a total of ll topics, t.e., strikes, foreign policy, schools, infla- 
tion, defense, unemployment, the economic policy, environmental protection, 
care for the elderly, immigration matters, and aid to developing countries. 
The "do not know group” varied from 26 to 36 percent for the different 
questions. 


The Labor Party got the highest scores on questions concerning strikes (34 
percent), schools (25 percent), unemployment (41 percent), environmental 
protection (22 percent), care for the elderly (25 percent,, immigration 
matters (21 percent) and aid to developing countries (22 percent). For 
these questions the Conservative Party's scores were 19 percent for strikes, 
21 percent for school questions, 19 percent concerning unemployment and 13 
percent for both environmental protection and care for the elderly, while 

16 percent thought that the Conservative Party was best suited to take care 
of aid to developing countries. 


On the other hand, they believed that the Conservative Party takes best care 
of foreign policy, defense, the inflation question and the economic policy, 
where the Conservative Party's percentages equal, respectively, 33, 32, 35 
and 33 percent. As far as the Labor Party is concerned, 25 percent believe 
that the party is best suited to handle foreign policy and the economic 











policy. Twenty-three percent adhere to the Labor Party in defense questions 
and 20 percent as far as the inflation question is concernec, [It is worth 
noting that the Conservative Party in these four questious has greater 
confidence among voters than voters on average have in the party as such in 
political polls. 


What otherwise distinguishes this poll is that it confirms a comparable study 
Norwegian Market Data made in January, but there only the two big parties 
were included. In the June poll the Conservative Party is in second place 

in all matters in which the Labor Party has the greatest trust-——-and vice- 
versa. There is only one exception from this rule, i.e., care for the elder- 
ly. Here 17 percent think that the Christian People’s Party is best suited. 


The Christian People's Party wins greater confidence in two other matters, 
too, than in sheer party polls. They are school questions (13 percent) and 
aid to developing countries (14 percent). Eleven percent think that the 
Center Party can best take care of environmental protection matters, and here 
the Liberal Party "scores"’ a whole 13 percent. In addition, 7 percent of 
those asked believe that the Progressive Party is best suited to take care of 
immigration questions--the party’s highest following in this Gallup poll. 
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Article: “Jardim Accents Rubles Wnen Dollars are lecking’ 
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_Bxcerots | Yecause, he says, “in Madeira there ts no por stiee where dusiness 
‘'s concerned,” Alberto Joao Jardim, president of the Madetra executive coun- 
TL, views with equanimity the nypotnesis that the region could be ovened up 
to “Investment by the Warsaw Pact nations--on condition,” he added, “that 
regioral laws are complied with and tnere is no interference in the internal 
affairs of the region.” 


‘ne Atlantic Alliance “has delayed the solution of the problems relating to 

} ccusation was wer yesterday by t 
the Regional Government of Madeira in an 1 rview granted to the Dl 

fon is well foun: “NATO,” fb d 

a. .owed Madetra--a poor region--to spend its own money, and now that ti 
arocor ‘s nearing completion NATO comes K 
tnere were a slignt delay--for which Their Excellencies, *ne rich countries 
would compensate us." 
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in view of this situation, and given the fact that "in Madeir there is no 
oO ities where business ‘!s concerned lberto Joao Jardim, president of "a 
oor reg‘on,” !s prepared to diversi sources of investment in the "Pearl 
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. na “— . . 64 
ye already told a PCP | Portuguese Communist Party! delegation,” he said 
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that even investments from the Warsaw Pact nations would bé welcome in 
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Madetra, on condition that the regional laws are complied withand there is no 
interference ‘nr tne ‘tnternal affairs of +he rection." 
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POLITICAL PORTUGAL 


RELATIONS WITH FRENCH-SPEAKING AFRICA WILL BE INTENSIFIED 
Lisbon EXPRESSO in Portuguese 27 Aug &3 p 20 


(Excerpts | Within the framework of Portuguese foreign policy, the policy of 
cooperation with Africa will be extended to include the French-speaking coun- 
tries of that continent--and in particular with the countries of the Maghreb 
region--in conjunction with what is already being done with respect to those 
countries whose official language is Portuguese. With a view to implementing 
this policy, a meeting will be held Monday at the Ministry of Foreign Affairs-~- 
under the chairmanship of Minister Jaime Gama and with the varticipation of 
Gaspar da Silva, secretary of state for cooperation--to develop the parameters 
of the Portuguese diplomatic offensive in this connection. 


At the Ministry there is even talk "of a qualitative leap forward." Jaime 
Gama's visit to to Mauritania already had these objectives in view, and 
Mauritania was intert‘onally chosen because of its nonalignment in the context 
of the area into which it has been grouped. 


This visit by the Portuguese minister of foreign affairs was characterized "by 
a community of points of view" with his Mauritanian colleague in important 
areas such as the fishing sector and policy vis-a-vis the Polisario Front, 
EXPRESSO nas learned from an official source. 


The position of the Portuguese Government with respect to the Polisario Front 
coincides, as we have said, with that of the authorities at Nouakchott; it 
advocates a cease-fire to be followed by a referendum with prior acceptance of 
the principle of self-determination, but does not recognize--for the time 
being--the self-proclaimed Polisario regime. 


Jaime Gama will meanwhile pay an official visit to Morocco in October and is 
planning to travel subsequently (in November) to Senegal, Guinea-Conakry 
and Cape Verde. 











POLITICAL PORTUGAL 


SRIENDSHIP, COOPERATION TREATY WITH MOZAMBIQUE PLANNED 
Lisbon DIARIO DE NOTICIAS in Portuguese 7 Ser °3 p 3 


“Text A new spirit of cooperation with Mozambique was supported by Minister 
f State Almeida Santos yesteriay in Maputo, at the conclusion of a 5-day 
visit to that African country. The minister commented that a tripartite 
financial cooperation program would be one way to overcome current obstacles 
to Portuguese-Mozambican cooperation. Almeida Santos (who left yesterday 
evening en route back to Lisbon) received special governmertal honors in 
Maputo and confirmed that a Treaty of Cooperation and Friendship will be 
signed soon, when Samora Machel visits Lisbon. 


-~ 
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Almetda Santos also disclosed in Mozambique that he had a S-nour talk with 
President Samora Machel, saying that their conversation “couldn't have cone 
better." The Portuguese minister added that during his stay he had discussed 
ollateral cooperation matters with the minister of the presidency for economic 
affairs, the minister of justice, the minister of agriculture, the minister of 
information, and also with various secretaries of state (for culture, coal and 
light industry). 


"A new spirit of cooperation was established between the two countries,” 
Almeida Santos declared, “that can be transformed into a treaty of cooperat! 
and friendship when President Samora Machel visits Portugal.” He added that 
it was agreed with the Mozambican authorities to develop "all possibilities 
for cooperation, on a basis of reciprocity and mutual interests.” 


One provosal put forward by Almeida Santos was to encourage «he initiative of 
tne Portuguese entrepreneurs with a view to energizing certain Mozambicar 

enterprises that are currently ina state of paralysis. The minister observeu 
that in an initial phase ‘t would be possible to combine Portuguese tecnnolory 


with the avatlable Mozambican resources. 
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POLITICAL PORTUGAL 


"MERCENARY' AIMS OF LAJES ACREEMENT ATTACKED 


/ 


Lisbon 0 DIABO in Portugeuese 30 Aug 83 p 4 


/Text/ The August vacation period did not fail to focus attention on 
conversations between Portugal anc the United States on the future ‘Azores 
Air Station,” that 16, the utilization by the United States of the Lajes Air 
Force Base on Tercetra Island. But the August vacation period is coming to 
an end arid the conversations interrupted during the last week of July are 

to be resumed in Septemter. 


The conjecture is circulating that a final agreement will be reached 
ccincidental with the visit of the president of the Portuguese Republic to the 
United States; this is not just another ccnjecture among the many pertaining 
to the Lajes question but, rather, one which is quite plausible. Mearwhile, 
“usually well-informed sources" are misinforming public opinion to the best 
ot thetr ability. The fault is not entirely theirs; rather, it is a mixture 
of the secrecy and ambiguity which is increasingly characterizing government 
behavior in the face of problems essential to the country. Any question of 
"goat's hair" is discussed down to the last detail; any matter of personal 

or party interest is defended or attacked with tooth and nail; but the moment 
we enter into the domain of things which are truly important, we begin to 
walk on tiptoe and vent all sorts of conjectures. 


For example, in this case a disclosure is made by the Ponta Delgada morning 

paper, ACOREANO ORIENTAL, to the effect that the Lisbon government is 

contemplating diverting a part of the financial compensation to be paid by 

the United States for the military use of the Azorean facilities to a fund 

designed to help former Portuguese overseas provinces. The regime established 
mn 25 April has for a long time been accustoming us to the absurd; but even 

e absurd must have limits. To consider that the United States would pay a 
certain sum to maintain the Azores as a part of the military defense of the 

west and that part of that sum would be diverted to sustain the Marxist regimes 
»9f Luanda and Maputo has gone beyond the realm of the absurc. 
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However, ail this is supplementary to a basic question which ccrsists quite 
simply in the criterion used by the government and dominant political class in 
evaluating what the Azores Air Station represents within tne realm of national 
interests. Insofar as we can tell from what has been said or written on this 


subject, the procedure of a "U.S. base in the Azores" is to be considered in tne 
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SE 





light of purely economic interest, and the ynly question to be asked 18 now 
much?" How much will the United States pay, and how much, each in turn, wisi 
the government of the republic and the provincial government of the Azores 
recetve? such conduct might well merit the classification of extreme 


miserableness. 


There have always been the poor who have beer ashamed of thelr poverty ana 
‘thers who have turned thelr poverty into a sort of professional calling card. 
We now belong to the category of the shameless poor. Do not be astonished, 
then, that problems such as the Lajes base--or any other of similar nature--are 
being transferred from the sphere to which they really belong, that of 
\iplomatic strategy, to that of the desperate procurement of a few more 
millions of dollars to help us to pay our detts. 


al for the young Portuguese democracy to understand the problem in 
r. It does not have a diplomatic strategy, nor a definite course 
to follow in its international relations, nor even a notion of what diplomacy 
is, nor what the value 1s of a few positions still occupied by Portuguese 
sovereignty in the northern hemisphere; the young Portuguese democracy knows 
mnly that it hae debts, many debts, and an immense dread of being taken 
wer--of being liquidated; it lives with an obsession of Indebtedness and in 
1 state of mplete forgetfulness of the requirements of national dignity 
ind independence. It 1s logical, we repeat, but extremely dangerous. 
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POLITICAL PORTUGAL 
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BRIEFS 


MO INTELLIGENCE SERVICE REPORT--The newspapers are saying that this week or 
next weer the government will take up the Intelligence Service report that it 
Was +o nave ready by 2% August. The fact is that the Council of Ministers on 
2° July set a time limit of 30 days for a ministerial team neaded by Mota 
Pinto to submit a preliminary report on the new Intelligence Service. The 3° 
days nave passed, and there is still no report--much less an Intelligence 
Service. What is Professor Pinto going to do to avoid drafting the report 
tnat .e nad promised to suomit? Is it the summer vacation, or is it the fear 
of creating an Intelligence Service in Portugal? Since it is Pinto we are 
tal<ing aoout, can tt be that he has also developed a case of the "goose 
bumps"? “Text | | Lisbon O DIABO in Portuguese 30 Aug 43 p20 10992 


“ONCALYESs YES TO NaATO--General Vasco Goncalves was the principal speaker at 
the maeting neld in Marinna Grande on the occasion of "Trade Union Disarma- 
ment Dmy.” Speaking of the great military blocs, he supported Portugal's 
continued membership in NATO, in order that "a mmvement may be created within 
NATO that will bring about an equilibrium and lead to disarmament.” [Text | 
“Listen DIARIO DE NOTICIAS in Portuguese 5 Sep 43 p3] 109% 
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THREAT OF SPAIN'S 'LEBANONIZATION' INTO SEPARATE ENTITIES 
Madrid EL ALCAZAR in Spanish 11 Sep 83 pp 13-15 
LArcicle by Ismael Medina} 


\Excerpts|) The secessionist parties in the Basque Country and Catalonia 
have achieved under the 1978 constitution what was denied them in 

tne 193] constitution. Even though it is slanted, Constantino Alvarez's 
nook ("The Integrated State of Autonomies under the Constitution of 

the Second Republic,” Dosbe Publishing, 1982), sheds a great deal 

of Light on why the 1978 constitution represents a tremendous leap 

buto the void. The problem is not the much-talked-about Section VIII, 
which tne Constitutional Tribunal invoked to practically invalidate 

the Organic Law of Harmonization for the Autonomies; the problem lies 

in the basic definitions of nation, State and sovereignty. 


The principle of integrity, which imposes the logical restraints of 

national sovereignty on regional statutes, is not present in the 1978 
onstitution because the Sovietizing concept of nationalities has 

Deen introduced. In order for a nationality to exist, the prior existence 
)f a mation must be acknowledged. It is this essential point, which 

EL ALCAZAR opportunely drew attention to, that is at the root of the 
current insoluble conflict. Much as it might grieve us, the 1978 
ynstitution is on the side of those who are screaming that the Basque 

Country and Catalonia are nations. Therefore, there is only one objectively 
Legitimate way to end the current autonomy-related disarray, which 

will inexorably destroy Spain's unity and sovereignty: substantially 

amend or repeal the 1978 constitution. 


Given how the 1978 constitution views the State of autonomies (as 

no more or no less than a confederation of independent States), it 

i8 mot hard to see that the secessionists have achieved their ultimate 
aims, which were rejected by the Constituent Cortes of 1931 (Leizaola 
bemoaned this fact in the speech that Constantino Alvarez includes 

in his Dook). No longer do we even have the democratic safeguard 

that che old constitution stipulated for the establishment of regional 
nome rule in the event that “one province or several bordering provinces" 
resolved to seek it. The safeguard is the approval of "at least two- 
thirds of the region's registered voters." This requirement, which 

is common to the constitutional philosophy of Great Britain and other 
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democracies that make provisions for home rule, nas not Deen met in 
any of the autonomy referendums held in recent years in Spain. 1 

fact, in none of them have even half of the registered voters taken 
part, and no more than a third have voted for home rule. [ft 
the State of autonomies lacks historic roots, support among the people 


and objective democratic legitimacy. 


What are we to do in the face of such a flagrantly illegitimate situation: 
This is the major issue facing us Spaniards at this decisive juncture 

in our history, when the choice is between saving or killing Spain. 
Everything else, including the shady business of the so-called “war 

‘f the flags," is merely a logical and circumstantial outcome of the 
essential problem: the strange and destructive constitution of 1976, 
which embodies the dangerous and longstanding dream of revenge that 

the Zionist Sulzbeiger spoke of: the vengeance pending since 1492. 

This is not, of course, an attempt to reestablish the kingdoms that 
existed before the Catholic Monarchs forged national unity; it 1s, 
however, a bid to reestablish the old factional divisions by creating 

as many independent States as possible, some liberal and others secretly 
Marxist. This would be the strongest guarantee of an ongoing and 
debilitating domestic conflict that would inevitably cause the parties 
to it to remain dependent on the foreign financial and policical powers 
that provide protection and stir up strife, as is the case in Latin 
America or the Middle East. 


Despotism Enshrined 


Karl Marx sang the praises of the Cadiz Constitution because it recognized 
the so-called "right of resistance," which the French Revoiution had 
incorporated and highlighted as "one of the boldest innovations of 

the Jacobine Constitution of 1793." Marx was logically astonished 

to discover, however, that the right of resistance was contained "in 

the old fueros [right or privilege] of Sobrarbe, where it was given 
the name of ‘Privilege of the Union.' It is also to be found in the 
‘id political constitution of Castile." The constitution of 1978 


nas not even respected this tradition. 


The framers of the 1978 constitution have maliciously manipulated 
these safeguards against and restraints on royal absolutism, as well 
as many other substantive aspects of a true democracy. The parliament 
has monopolized the power to appoint the members of all the institutions 
whose function is to curb absolutist abuses or designs. Thus, the 

bodies that are supposed to check and balance have become mere appendages 
‘f the parliamentary majority and docile tools of the government, 

be it the government of the confederation in disguise or the governments 
of the independent States that make up the confederation. Democracy 

thus becomes parliamentary despotism when there is a coalition government 
and the tyranny of a single party when, as now, that party holds an 
absolute majority. 
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armed wing of the secessionist parties, backs up with 

verbal contention of the PNV [Basque Nationalist Party], 

ri Batasuna, the Communist Party of the Basque Country 

que Socialist Workers Party, although the latter does 
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and void ballots and the votes won by right- and leftwing protest 
groups, barely one-fourth of registered voters bothered Co cast votes. 
Furthermore, many of these votes are the result of mere electorai 

- mot conviction. These hard figures make it clear that the 


much-touted absolute majority has become a minority. 


In view of the worsening economic recession and the other negative 
factors, including the virulent and brazen anti-Spanish attitude of 

the secessionists, independent political observers are asking themselves 
the same question that Karl Marx did: how long will it take for dis- 
illusionmeat to turn into rage, or, if you wish, what emotion-charged 
accident will unleash the silent rage that is obviously mounting all 
around us. 

Karl Marx also noted that the disillusionment become rage sought and 

found its guiding force in the military officers who emerged trom 

the War of Independence: "The remoteness of the government, the relaxation 
f discipline, the continual disasters and the constant training, 

breakup and rebuilding of cadres over a 6-year period must have given 

the Spanish Army its praetorian nature and made it capable of being 

either the instrument or the scourge of its commanders. As far as 

the generals themselves were concerned, they had these choices: to 
be members of the Central Board, to quarrel with it or to conspire 


[he situation is different today, because the military officers who 
emerged from the victory in the War of Nation. 1 Liberation were not 

‘ result of an irregular army having been t rned into a regular 

‘nme, which would have been the case if the Red Army had triumphed, 
Furthermore, once peace was established, the national State restricted 
the Armed Forces to their specific functions and skillfully avoided 
any risk of praetorianism. The Armed Forces were convinced that in the 
July uprising, which was backed by a large segment of the populace, 
who under the Republic had gone from hope to disillusion and from 
isillusion to rage, they were merely fulfilling their duty to Spain, 

a duty that was even provided for in the 1931] constitution, to which 
the initial appeals had made express reference. Once they had achieved 
victory, they returned to their customary peacetime missivuns, which 
were altered only in part by the Second World War and the subsequent 
invasion of the Red underground from France, in keeping with the spirit 


The Armed Forces accepted harsh collective and personal sacrifices 
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and the low pay in the military under Franco. Their parocnialism 


leads them to the ridiculous assumption that they are thus wooing 
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acknowledging their naturai pride that they sacrificed more (Chan pernaps 





